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English for Business Studies is a reading, speaking, listening and writing course for learners 
with at least an upper-intermediate level of English who need to understand and express the 
key concepts of business and economics. It covers the most important areas of management, 
production, marketing, finance and macroeconomics. 


This course aims to: 

present you with the language and concepts found in books, newspaper and magazine 
articles and websites on business and economics; 

develop your comprehension of business and economic texts; 

develop your listening skills in the fields of business and economics; 

provide you with opportunities to express business concepts, by reformulating them in 
your own words while summarizing, analysing, criticizing and discussing ideas. 


Most of the units contain three components: 

1 An informative reading text giving an overview of a particular topic, introducing key 
business and economic concepts, and including a large amount of relevant technical 
vocabulary, along with a variety of related comprehension and vocabulary exercises and 
discussion activities. 

2 Either listening exercises on authentic interviews with business people and economists, 
or a shorter authentic reading passage, from newspapers, books about business or 
economics, fiction, and so on, accompanied by exercises. The interviewees include British 
and American native speakers, but also non-native speakers from Germany, Italy, 
Switzerland, India and Malaysia. After all, probably only a small part of the English you 
hear in your professional life will be spoken by people who have English as a first 
language. 

3 An additional case study role play, discussion activity or writing exercise. r 

There is additional language practice material (on numbers, word stress, and so on), and a 
glossary of business and economic terms with translations into French, German, Italian and 
Spanish, at the back of the book. | 

If you arc using this book in a class with a teacher, it should give you lots of opportunities to 
discuss ideas and issues with other learners (in pairs or small groups), and to develop and 
defend your own point of view. 

If you are using this course on your own, you will obviously have more difficulty doing the 
spoken activities with other learners, but you will still be able to do the reading and listening 
activities. You will find the answers to the exercises and tapescripts of the interviews in the 
English for Business Studies Teacher’s Book. 


M l '1 
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I yiisl The three sectors of 

the economy 

1 The economic infrastructure 

la Vocabulary 

Identify the most prominent features in this photograph, which illustrates 
various important elements of the infrastructure of a modern industrialized 
I country. 
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1b Reading 

In this extract from David Lodge’s novel Nice Work, Robyn Penrose, a university 
English lecturer, is accompanying Vic Wilcox, the managing director of a 
manufacturing company, on a business trip to Germany. She looks out of the 
aeroplane window, and begins to think about the essentially English act of 
making a cup of tea. 

What is the key point that this extract is making about economies? 














1c Comprehension 

We generally describe the economy as consisting of three sectors: 

the primary sector: agriculture, and the extraction of raw materials from the 
earth; 

the secondary sector: manufacturing industry, in which raw materials are 
turned into finished products (although of course many of the people working 
for manufacturing companies do not actually make anything, but provide a 
service - administration, law, finance, marketing, selling, computing, 
personnel, and so on); 

the tertiary sector: the commercial services that help industry produce and 
distribute goods to the final consumers, as well as activities such as education, 
health care, leisure, tourism, and so on. 



1 In lines 4—7, Robyn sees examples of all three. What are they? 

2 The long sentence in lines 11-28 lists a large number of operations belonging to 
the different sectors of the economy. Classify the 18 activities from the passage 
according to which sector they belong to: 

advertising products assembling 

calculating prices cu tting metal 

distributing added value laying cables 

marketing products milling metal 

packaging products pressing metal 

smelting iron transportation 


building 
digging iron ore 
maintenance 
mining coal 
pumping oil 
welding metal 


3 Can you think of three important activities to add to each list (not necessarily in 
relation to the kettle)? 


Id Discussion 

Which sector do you intend to work in or do you already work in? How do you ‘fit 
into the total picture’? 

How many people in the tertiary sector have you already spoken to today 
(travelling to college or work, shopping, eating, and so on}? What about people in 
the other two sectors? When did you last talk to someone who grew or produced 
food, for example? 
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2 Manufacturing and services 



I Agricultural labour, represented by Jules Breton (‘The Gleaners’, 1855 1 

Two hundred years ago, the vast majority of the population of virtually every 
country lived in the countryside and worked in agriculture. Today, in what many 
people call The advanced industrialized countries 5 , only 2-3% of the population 
earn their living from agriculture. But some people already talk about The post- 
industrial countries’, because of the growth of service industries, and the decline 
of manufacturing, which is moving to The developing countries’. 

Is manufacturing industry important? Is its decline in the ‘advanced’ countries 
inevitable? Will services adequately replace it? Two opinions about this foUow. 


2a Reading 



) The economist 
).K. Galbraith 


Read this extract from an interview with the well-known Canadian economist, 
John Kenneth Galbraith, and answer the questions. 

1 Why do people worry about the decline of manufacturing? 

2 Which activities are as important as the production of goods? 

3 Should people worry about this state of affairs? 


W e worry about unemployment and 
the loss of manufacturing industry 
in the advanced industrial countries only 
because we don’t look at the larger social 
developments. The US, for example, no 
longer depends on heavy industry for 
employment to the extent that it once did. 

This is related to a larger fact that has 
attracted very little discussion. After a 
country’s people are supplied with the 
physical objects of consumption, they go 
on to concern about their design. 'ITiey go 
on to an enormous industry persuading 


people they should buy these goods; they 
go on to the arts, entertainment, music, 
amusement - these become the further, 
later stages of employment. And these are 
things that are extremely important. 

Paris, London, New York and so on do 
not live on manufacturing; they live on 
design and entertainment. We do not want 
to consider that this is the solid substance 
of economics, but it is. 

I don’t think it is possible to stop this 
progressive change in the patterns of 
human consumption. It is inevitable. 


i ).K. Galbraith in conversation with Steve Platt, New Statesman and Society) 














2b Listening 0 ) 



I Employment in 
the European 
Union 1970-2000 


Listen to a short interview with Dents MacShane, a British Member ot 

Parliament for the Labour Party. Does he hold the same view as 

J.K. Galbraith? 

Now listen again and answer the following questions. 

1 Why does MacShane think that manufacturing has a future? 

2 Why does MacShane think that manufacturing has a future in the 
advanced countries? 

3 Why however, is this manufacturing unlikely to solve the problem of 
unemployment? 

4 What does MacShane mean by ‘in theory there should be no more 
manufacturing’ in Switzerland? (It is this theory that makes many people argue 
that manufacturing must move to ‘less-developed’ countries.) 

5 Why does he say it is surprising for a British company to be buying Swiss goods? 

6 What is the reason he gives for the United States still being the richest nation in 
the world? 



ft British 
Member of 
Parliament, 
Denis MacShane 
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Match up the following expressions and definitions: 
1 to convert itself A manual work 


2 to serve needs 

3 labour input 

4 to stumble on 

5 to be dubious 


li to change from one thing to another 
C to be uncertain, disbelieving 
D to satisfy peoples desires or requirements 
E to discover something by accident 


2c Writing 

Summarize both Galbraith’s and MacShane’s arguments in a short paragraph of 
fewer than 50 words. 


2d Discussion 

Do you agree with either of these views? 








1 Management - an art or a science? 




"Nobody came to work today, Mr Far vis, because today is 
a national holiday. Today is Christmas." 


Discussion 


1 What is management? Is it an art or a science? An instinct or a set of skills and 
techniques that can be taught? 

2 What do you think makes a good manager? Which four of the following qualities 
do you think are the most important? 

A being decisive: able to make quick decisions 

B being efficient: doing things quickly, not leaving tasks unfinished, having a 
tidy desk, and so on 

C being friendly and sociable 
D being able to com municate with people 
E being logical, rational and analytical 
l being able to motivate and inspire and lead people 
G being authoritative: able to give orders 

H bem 8 competent: knowing ones job perfectly, as well as the work of one’s 
subordinates 

1 being persuasive: able to convince people to do things 
J having good ideas 

K being highly educated and knowing a lot about the world 
L being prepared to work 50 to 60 hours a week 
M wanting to make a lot of money 

Are there any qualities that you think should be added to this list? 

3 Which of these qualities can be acquired? Which must you be born with? 


































1b Reading 

This text summarizes some of Peter Drucker’s views on management. As 
you read about his description of the work of a manager, decide whether the 
five different functions he mentions require the four qualities you selected 
in your discussion, or others you did not choose. 

WHAT IS MANAGEMENT? 

Peter Drueker, the well-known American business professor and consultant, suggests that 
the work of a manager can be divided into planning (setting objectives), organizing, 
integrating (motivating and communicating), measuring, and developing people. 

First of all, managers (especially senior managers such as company chairmen - and 
women - and directors) set objectives, and decide how their organization can achieve 
them. This involves developing strategies, plans 3nd precise tactics, and allocating 
resources of people and money. 

Secondly, managers organize. They analyse and classify the activities of the 
organization and the relations among them. They divide the work into manageable 
activities and then into individual jobs. They select people to manage these units and 
perform the jobs. 

Thirdly, managers practise the social skills of motivation and communication. They also 
have to communicate objectives to the people responsible for attaining them. They 
have to make the people who are responsible for performing individual jobs form 
teams. They make decisions about pay and promotion. As well as organizing and 
supervising the work of their subordinates, they have to work with people in other 
areas and functions. 

Fourthly, managers have to measure the performance of their staff, to see whether the 
objectives set for the organization as a whole and for each individual member of it are 
being achieved. 

Lastly, managers develop people - both their subordinates and themselves. 

Obviously, objectives occasionally have to be modified or changed. It is generally the job 
of a company’s top managers to consider the needs of the future, and to take 
responsibility for innovation, without which any organization can only expect a limited 
life. Top managers also have to manage a business's relations with customers, suppliers, 
distributors, bankers, investors, neighbouring communities, public authorities, and so on, 
as well as deal with any major crises which arise. Top managers are appointed and 
supervised and advised (and dismissed) by a company's board of directors. 

Although the tasks of a manager can be analysed and classified in this fashion, 
management is not entirely scientific. It is a human skill. Business professors obviously 
believe that intuition and 'instinct' are not enough; there are management skills that have 
to be learnt. Drueker, for example, wrote nearly 30 years ago that ‘Altogether this entire 
book is based on the proposition that the days of the "intuitive" manager are numbered;" 
meaning that they were coming to an end. But some people are clearly good at 
management, and others are not. Some people will be unable to put management 
techniques into practice. Others will have lots of technique, but few good ideas. 
Outstanding managers are rather rare. 

* Peter Drueker: An Introductory View of Management 


















1c Vocabulary 

Complete the following sentences with these words. 


achieved hoard of directors communicate innovations 

manageable performance resources setting supervise 

1 Managers have to decide how best to allocate the human, physical and capital 

............available to them. 

2 Managers - logically - have to make sure that the jobs and tasks given to their 

subordinates are.. 

3 There is no point in.objectives if you don’t 

.... them to your staff, 

4 Managers have to....their subordinates, and to measure, and try 

to improve, their. 

5 Managers have to check whether objectives and targets are being 

> • ‘ > H H H t it t • i ■ i ■ ■ ■ ■ ■ ■ ■ i ■ ■ ■ ■ ■ ■ ■ ■ m 

6 A top manager whose performance is unsatisfactory can be dismissed by the 

company's.... 

7 Top managers are responsible for the.that will allow a 

company to adapt to a changing world. 

Id Vocabulary 

The text contains a number of common verb-noun partnerships (e.g. achieve 

objectives, deal with crises , and so on). 

Match up these verbs and nouns to make common collocations. 


allocate 

decisions 

communicate 

information 

develop 

jobs 

make 

objectives 

measure 

people 

motivate 

performance 

perform 

resources 

set 

strategies 

supervise 

subordinates 


1e Writing 

There seem to be real-life managers just as bad as Mr Farvis in the cartoon on 
page 14. 

These are (apparently) genuine memos circulated by managers in American 
companies: 


















As of tomorrow, employees will 
only be able to access the 
building using individual security 
cards. Pictures will be taken next 
Wednesday and employees will 
receive their cards in two weeks. 

Wfia+ ( need Is a fot 0 f 

Specific- vnksion/n problems rse 
ivl/f encounter. 


VJt Cca cw ftvaf iicrAiwOAicaficA is a 
p/Xkbf()/v\ i'a H%is uor^pam t*Jf isJL am A of' 

floiAj fa (^iSouSS if vJifK fhe. 

This project is so important, we 
can’t let things that are more 
important interfere with it. 

Teamwork is a lot of people 
doing what 1 say. 




Now imagine that you are a stupid manager (no — of course it will never really 
happen to you!) and write the most ridiculous memo that you can think of to all 
company staff. 




FROM: 

TO: Aril £fYlpl<Hj&e-S 

SUBJECT: 


2 Meetings 

1 One can either work or meet. One cannot do both at the same time.' 

(Peter Drucker: An Introductory View of Management) 

What do you think Peter Drucker means by this comment? 

In your experience - at work, or doing group projects at college — is this true? 

How much of the working week do you think managers should spend in 
meetings? 
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2a Reading 



Read the computer journalist Robert X. Cringely’s description of 
the management style at IBM. Is he positive or negative about 
IBM’s working culture? 


Every IBM employee’s ambition is apparently to become a manager, 
and the company helps them out in this area by making management the 
company’s single biggest business. IBM executives don’t design products 
and write software; they manage the design and writing of software. They go 
to meetings. So much effort, in fact, is put into managing all the managers 
who are managing things that hardly anyone is left over to do the real work. 
This means that most IBM hardware and nearly all IBM software is written 
or designed by the lowest level of people in the company - trainees. 
Everyone else is too busy going to meetings, managing, or learning to be a 
manager, so there is little chance to include any of their technical expertise 
in IBM products. 

Go back and read that last paragraph over again, because that’s why IBM 

products often aren’t very competitive. 

IBM has layers and layers of management to check and verify each 
decision as it is made and amended. The safety net is so big at IBM that it 
is hard to make a bad decision. In fact, it is hard to make any decision at all, 
which turns out to be the company’s greatest problem and the source oi its 
ultimate downfall {remember, you read it here first). 



(Robert X. Cringely: Accidental Empires) 


2b Comprehension 

Explain in your own words exactly what Robert Cringely means in the following 
sentences. 

1 Every IBM employee’s ambition is apparently to become a manager. 

2 IBM makes management the company’s single biggest business. 

3 IBM executives manage the design and writing of software. 

4 IBM products often aren't very competitive. 

5 The safety net is so big at IBM that it is hard to make a bad decision. 

6 This will be the source of the company’s ultimate downfall. 


r R 
* Ed 



2c Vocabulary 


Find words in the text that mean the same 

1 seemingly 

2 computer programs 

3 work, time and energy 

4 computers (and other machines) 

5 young workers still learning 
their jobs 


as the words or expressions below. 

6 knowledge and skill 

7 levels or strata 

8 to make certain that something 
is true 

9 corrected or slightly changed 
10 collapse or failure 












3 The retail sector 


You will hear part of an interview with Steve Moody, the manager of the Marks & 
Spencer store in Cambridge, England. What do you know about Marks & 

Spencer? What do they sell? 


3a Listening □]«) 

Listen to the first part of the recording, in which Steve Moody describes the role 
and responsibilities of a store manager. Which of the following tasks is he 
responsible for? 

1 designing the store and its layout 

8 maintaining a pleasant working 

2 displaying the merchandise 

environment 

3 employing the sales staff 

9 motivating staff 

4 ensuring the safety of staff and 

10 organizing the day-to-day logistics 

customers 

11 pricing the merchandise 

5 establishing the company’s 

12 running 40 out of 280 stores 

principles 

13 selecting the merchandise 

6 getting commitment from the 

14 supervising the day-to-day running 

staff 

of the store 

7 increasing profits 

1 5 training staff 



| Steve Moody, 
the manager of 
a Marks & 
Spencer store 


3b Listening (t]») 

Listen to the second part of the recording, and answer these questions. 

1 Why are Marks & Spencer’s store managers limited in giving accountability to 
their staff and delegating responsibilities? 

2 What do they concentrate on instead? 

3c Listening o]») 

Listen to the third part of the recording, and answer the following questions. 

1 Steve Moody mentions two kinds of regular meetings. The first is weekly meetings 
for management and supervisory staff. What is the second kind of meeting called? 

2 Who attends them? 

3 What are they designed to achieve? 

4 What kind of problems cannot be dealt with by meetings? 

5 How are such problems dealt with? 

3d Discussion 

After reading and hearing about management, do you think you have the right skills 
to be a manager? Would you be able, for example, to set objectives, motivate and 
coordinate the staff, and manage a department store, or a computer manufacturer? 
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Uml- O Company structure 

1 How are companies organized? 

la Discussion 

If you are still studying: 

what kind of organization do you want to work for? 

in which department? (e.g. production, finance, accounting, marketing, sales, 
human resources) 

do you think it will later be possible to change departments? 
what do you think your first position will be? 

do you expect to have one immediate boss, to work for more than one superior, 
or to be part ot a team? 

If you are already working: 

what is your function or job title? 
what are you responsible /or? 

who are you responsible to? (who do you report to?) 
does anybody report to you? 

what other units, departments or divisions do you regularly have to work with? 
what other departments do you occasionally have conflicts with? 


1b Vocabulary 


These are some basic words used in relation to company organization. Match 
them up with the definitions on the right. 


1 autonomous A a system of authority with different levels, one above the other 

2 decentralization B a specific activity in a company, e.g. production, marketing, 

finance 


3 function 

4 hierarchy 

jr 

5 line authority 

6 report to 


C independent, able to take decisions without consulting a 
higher authority 

i.) people working under someone else in a hierarchy 

E dividing an organization into decision-making units that are 
not centrally controlled 

f : the power to give instructions to people at the level below in 
the chain of command 

G to be responsible to someone and to take instructions from 
him or her 


7 subordinates 




1c Reading 

Read the text below, about different ways of organizing companies, and then label 
the diagrams, according to which of these they illustrate: 

line structure matrix structure functional structure staff position 



COMPANY STRUCTURE 

Most organizations have a hierarchical or pyramidal structure, with one person or a group 
of people at the top, and an increasing number of people below them at each successive 
level. There is a clear line or chain of command running down the pyramid. Alt the people 
in the organization know what decisions they are able to make, who their superior (or 
boss) is [to whom they report), and who their immediate subordinates are (to whom they 
can give instructions), 

Some people in an organization have colleagues who help them: for example, there 
might be an Assistant to the Marketing Manager. T his is known as a staff position: its 
holder has no line authority, and is not integrated into the chain of command, unlike, for 
example, the Assistant Marketing Manager, who is number two in the marketing 
department. 

Yet the activities of most companies are too complicated to be organized in a 
single hierarchy. Shortly before the first world war, the French industrialist Henry Fayol 
organized his coal-mining business according to the functions that it had to carry out. 
He is generally credited with inventing functional organization. Today, most large 
manufacturing organizations have a functional structure, including (among others) 
production, finance, marketing, sales, and personnel or human resources departments. 
This means, for example, that the production and marketing departments cannot take 
financial decisions without consulting the finance department. 

Functional organization is efficient, but there are two standard criticisms. Firstly, people 
are usually more concerned with the success of their department than that of the 
company, so there are permanent battles between, for example, finance and marketing, 
or marketing and production, which have incompatible goals. Secondly, separating 
functions is unlikely to encourage innovation. 

Yet for a large organization manufacturing a range of products, having a single 
production department is generally inefficient. Consequently, most large companies are 
decentralized, following the model of Alfred Sloan, who divided General Motors into 
separate operating divisions in 1920. Each division had its own engineering, production 
and sales departments, made a different category of car (but with some overlap, to 
encourage internal competition), and was expected to make a profit. 

Businesses that cannot be divided into autonomous divisions with their own markets 































































can simulate decentralization, setting up divisions that deal with each other using 

internally determined transfer prices. Many banks, for example, have established 

commercial, corporate, private banking, international and investment divisions. 

An inherent problem of hierarchies is that people at lower levels are unable to make 

important decisions, but have to pass on responsibility to their boss. One solution to this 

is matrix management, in which people report to more than one superior. For example, a 

product manager with an idea might be able to deal directly with managers responsible 

for a certain market segment and for a geographical region, as well as the managers 

responsible for the traditional functions of finance, sales and production. This is one way 

of keeping authority at lower levels, but it is not necessarily a very efficient one. Thomas 

Peters and Robert Waterman, in their well-known book In Search of Excellence, insist or 

the necessity of pushing authority and autonomy down the line, but they argue that one 

element - probably the product - must have priority; four-dimensional matrices are far 
too complex, 

A further possibility is to have wholly autonomous, temporary groups or teams that are 
responsible for an entire project, and are split up as soon as it is successfully completed. 
Teams are often not very good for decision-making, and they run the risk of relational 
problems, unless they are small and have a lot of self-discipline. In fact they still require 
a definite leader, on whom their success probably depends. 

Id Comprehension 

Which of the following three paragraphs most accurately summarizes the text, 
and why? 

First summary: 

Although most organizations are hierarchical, with a number of levels, and a 
line of command running from the top to the bottom, hierarchies should be 
avoided because they make decision-making slow and difficult. A solution to 
this problem is matrix management, which allows people from the traditional 
functional departments of production, finance, marketing, sales, etc. to work 
together in teams. Another solution is decentralization: the separation of the 
organization into competing autonomous divisions. 

Second summary: 

Most business organizations have a hierarchy consisting of several levels and a 
clear line of command. There may also be staff positions that are not 
integrated into the hierarchy. The organization might also be divided into 
functional departments, such as production, finance, marketing, sales and 
personnel. Larger organizations are often further divided into autonomous 
divisions, each with its own functional sections. More recent organizational 
systems include matrix management and teams, both of which combine 
people from different functions and keep decision-making at lower levels. 

















Third summary: 


Most businesses are organized as hierarchies, with a clear chain of command: 
boss who has subordinates, who in turn have their own subordinates, and so 
on. The hierarchy might be internally divided into functional departments. A 
company offering a large number of products or services might also be 
subdivided into autonomous divisions. Communication among divisions can 
be improved by the introduction of matrix management or teams. 


1e Discussion 

The text mentions the often incompatible goals of the finance, marketing and 
production (or operations) departments. Classify the following strategies 
according to which departments would probably favour them. 

1 a factory working at hill capacity 

2 a large advertising budget 

3 a large sales force earning high commission 

4 a standard product without optional features 

5 a strong cash balance 

6 a strong market share for new products 

7 generous credit facilities for customers 

8 high profit margins 

9 large inventories to make sure that products arc available 

10 low research and development spending 

11 machines that give the possibility of making various different products 

12 self-financing (using retained earnings rather than borrowing) 

If Describing company structure 

This is an example of part of a company organization chart; 

Board of Directors 
with a Chairman (GB} 
or President (US) 

i 

Managing Director (GB) 
or 

Chief Executive Officer (US) 


Production Mark 

eting Fina 

nee Research & Human 

Development Resources 

■ i 

Market S a 

Research 

1 

es Advertisir 

Promotk 

1 1 

ig & Financial Accounting 

>ns Management 

\ 

f 1 

Northern Southerr 

Region Region 

















The most common verbs for describing structure are: 

consists of contains includes 

is composed of is made up of is divided into 

c.g. The company consists of five main departments. 

The marketing department is made up of three units. 

The sales department is divided into two sections. 

Other verbs frequently used to describe company organization include: 

to be in charge of to p e responsible for 

to support or to be supported by to assist or to be assisted by 

to be accountable to 


L.g. 1 he marketing department is in charge of the sales force. 

J he marketing department is responsible for advertising, sales promotions and 
market research. 

The five department heads are accountable to the Managing Director. 


Now write a description of either the organization chart above, 
know, in about 100-150 words. 


or a company you 


2 Competition and communication 



% fared Diamond 



Jared Diamond is the author of Guns, Germs, and Steel: A Short History of 

th \ UlSt \^ 00 in which he investigates why human history 
evolved differently on different continents. Y 


You will hear a short extract from a talk by Professor Diamond called ‘How to get 

rich, m which, drawing on the history of human societies, he makes a suggestion 
concerning the best way to organize a business. 





2a Vocabulary 


Match up the words on the left with the definitions on the right. 


1 industrial belt 

2 wealth 

3 productivity 

4 corporate ethos 

5 collaboration 

6 insulated or isolated 

7 fragmentation 


A a company’s ways o! working and thinking 
B alone, placed in a position aw'ay from others 
C an area with lots of industrial companies, around the 
edge of a city 

D breaking something up into pieces 
E the amount of output produced (in a certain period, 
using a certain number of inputs) 

F the products of economic activity 
G working together and sharing ideas 


2b Listening a]») 

Listen to Jared Diamond, and then answer question 1. Listen a second time to 
check your answers, and then do question 2. 


1 Which of these do the part-sentences 1-8 refer to? 

A Route 128 (the industrial belt around Boston, Massachusetts) 

B Silicon Valley (the high-tech companies in the area between San Francisco and 
San Jose, California) 


C IBM 
D Microsoft 

1 has lots of companies that are secretive, and don’t communicate or collaborate 
with each other 


2 has lots of companies that compete with each other but communicate ideas 
and information 

3 has always had lots of semi-independent units competing within the same 
company, while communicating with each other 

4 is organized in an unusual but very effective way 

5 is currently the centre of innovation 

6 used to have insulated groups that did not communicate with each other 

7 used to lead the industrial w'orld in scientific creativity and imagination 

8 was very successful, then less successful, and is now innovative again because it 
changed the way it was organized 




























2 Working in pairs, rearrange the following part-sentences to make up a short 

paragraph summarizing Diamonds ideas about the best form of business 
organization, 

a and regularly engage staff who have worked for your competitors, 
b are at a disadvantage, 

c because most groups of people get 
d but also communicate with each other quite freely, 
e creativity, innovation, and wealth, 
f into a number of groups which compete 
g Isolated companies or groups 
h most of their ideas and innovations from the outside, 
i So in order to maximize productivity, 

) You should also exchange ideas and information with other companies, 
k you should break up your business 

3 Big and small companies 

3a Discussion 

Do you, or would you, prefer to work for a big or a small company or 
organization? Why? What are the advantages of each? 

Read the following statements, and decide whether they are about the advantages 
of working in a big or small company. 

1 If you have problems with your colleagues you can always change departments. 

2 The atmosphere is friendlier and you know everyone. 

3 You are often responsible for a variety of different tasks. 

4 You can actually see the result of your contribution to the company. 

5 You can be proud ot working tor a company with a national or international 
reputation. 

6 You can become more specialized in your work. 

7 You can deal with problems face-to-face. 

8 You have a better possibility ot realizing your potential. 

9 You have more independence, and you don’t always have to wait for permission 
from a superior. 

10 You may be able to go and work in a to reign subsidiary. 

11 You often get greater freedom, flexibility and openness to change. 

12 You II probably get a slightly higher salary. 

13 You re unlikely to be fired in a sudden reorganization or downsizing. 

14 Youi company will be in a better position in an economic downturn or recession. 





3b Writing 

You are probably familiar with many or most of these conjunctions and 
connectors. The words or phrases in each line have similar meanings. 


To give an illustration or example of something just mentioned: 

e.g. (for example} for instance le.g. comes from the Latin exempli gratia J 

To give another argument or example: 

furthermore* moreover* 

To clarify (to express the same thing in different words): 

in other words i.e. (that is) l/.e. comes from the Latin id esfi 

To express reasons, and cause and effect: 

as because since 

because of due to owing to 

consequently* therefore* thus* 


To express contrast: 

though although 

however* yet* 

on the contrary* on the other hand* 


even though* 
nevertheless* 
conversely* 


* These words are usually used at the beginning of a sentence, or at the beginning of a 
clause, after a comma. 


Now write a short summary of your opinions regarding big and small companies, 
explaining which you prefer to work for (or would prefer to work for in the future). 

Give several reasons — either your own, or from the list iu 3a — but also mention 
various counter-arguments. 


For example: 

In a big company you can .... Furthermore, big companies allow you Lo , because 
of . Consequently, you. can .... On the other hand, it is true that if you work for a 
small company, you can .... Nevertheless, I prefer big companies because ..., even 
though ... can be a disadvantage. 


Company slructute 




















Work and motivation 


1 Work and responsibility 



"How would you guys feel if I 
gave all this up and went on 
Social Security?” 


la Vocabulary 


The following sentences define some basic words about work. Which ones? 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 


To inspire, to induce, to give a reason or incentive to someone to do something. 
A motivate B promote C provoke 

A person employed by someone else, working for money. 

A earner B employee C employer 

Relations between employers and employees, managers and workers, 
management and unions. 

A human relations B labour relations C labour unions 

Having control of something as part of your job. 

A command B power C responsibility 

Money paid (per hour or day or week) to manual workers. 

A earnings R salary C wages 

A fixed regular payment made by employers, usually monthly, for professional 


or office work. 

A earnings B salary C wages 

Advantages that come with a job, apart from wages or salary. 


A benefits or perks R profits 

To be raised to a higher rank or better job. 

A motivation B promotion 

Knowing that there is little risk of losing one’s job. 
A bureaucracy B job safety 

Having particular abilities, acquired by training. 

A educated B skilled 


C supplements 
C sales promotion 


C job security 


C talented 









Which of the following statements seem to you to be generally true? 

1 People dislike work and avoid it if they can. 

2 Work is necessary to people s psychological well-being. 

3 People avoid responsibility and would rather be told what to do. 

4 People arc motivated mainly by money. 

5 Most people are far more creative and ingenious than their employers lealize. 

6 People are motivated by anxiety about their security. 

7 People want to be interested in their work and, given the right conditions, they 
will enjoy it. 

8 Under the right conditions, most people will accept responsibility and want to 
realize their own potential. 

1c Reading 

You may have noticed that the statements above can be separated into two groups 
reflecting two very different ways in which employers can treat their employees. 
These two approaches were summarized by a well-known American theorist of 
the psychology of work, Douglas McGregor, who named them Theory X and 
Theory Y, Read the following text and then classify the statements above 
according to which theory they support. 


Statement 

1 

2 

3 

4 

5 

6 

7 

8 

Theory 










. ji 




i 







































































THEORY X AND THEORY Y 


In The Human Side of Enterprise, Douglas McGregor outlined two opposing theories ot 
work and motivation. What he calls Theory X is the traditional approach to workers and 
working which assumes that people are lazy and dislike work, and that they have to be 
both threatened (for example, with losing their job) and rewarded. It assumes that most 
people are incapable of taking responsibility for themselves and have to be looked after 
Theory Y, on the contrary, assumes that people have a psychological need to work and 
want achievement and responsibility. 

Many people assume that Theory Y is more 'progressive' and an advance on Theory X 
but later theorists argued that it makes much greater demands on both workers and 
managers than McGregor realized. Abraham Maslow, for example, spent a year studying 1 
a Californian company that used Theory Y, and concluded that its demands for 
responsibility and achievement are excessive for many people. He pointed out that there 
are always weak and vulnerable people, with little self-discipline, who need protection 
against the burden of responsibility. Even strong and healthy people need the security of 
order and direction. Managers cannot simply substitute Theory Y for Theory X. They have 
to replace the security provided by Theory X with a different structure of security 

and certainty. 


Id Summarizing 

Read the text again and complete the following sentences, using your own words 
as much as possible. 


1 According to Theory X, employers have to threaten workers because ... 

2 According to Theory Y, employers should give their workers responsibilities 
because... 

3 Maslow criticized Theory Y because ... 

4 Maslow argued that even though they might want to be given responsibilities at 
work ... 


1e Discussion 


One of the most important functions of a manager is to motivate the employees 
under his or her authority. But howl What kind of things motivate you! Which of 
the following factors have been or will be important for you in your choice of a job? 


Classify them in order of importance. 

good administration and good 
labour relations 

good working conditions: enough 
space, light, heat and time, not too 
much noise, and so on 

an adequate wage or salary, and 
benehls such as paid holidays, sick 
pay, a pension, and so on 


job security 

* a challenging, interesting and 
creative job 
responsibility 

contact with people 
opportunities to travel 

* holidays 


Are there any other important factors that are not listed here? 












If Writing 

Write a short account (about 200 words) of the factors that have been or will be 
important for you in your choice of a job. 

1g Reading 

Another well-known theorist of the psychology of work, Frederick i lerzberg, has 
argued that many of the features listed above do not in fact motivate people. Read 
the following text and find out why. 

'SATISFIER5' AND ■MOTIVATORS' 

It is logical to suppose that things like good labour relations, good working conditions, 
good wages and benefits, and job security motivate workers. But in Work and the Nature 
of Man, Frederick Herzberg argued that such conditions do not motivate workers. They 
are merely 'satisfies' or, more importantly, 'dissatisfiers' where they do not exist. 
'Motivators’, on the contrary, include things such as having a challenging and interesting 

job, recognition and responsibility, promotion, and so on. 

However, even with the development of computers and robotics, there are and always 
will be plenty of boring, mindless, repetitive and mechanical jobs in all three sectors of 
the economy, and lots of unskilled people who have to do them. 

So how do managers motivate people in such jobs? One solution is to give them some 
responsibilities, not as individuals but as part of a team. For example, some supermarkets 
combine office staff, the people who fill the shelves, and the people who work on the 
checkout tills into a team and let them decide what product lines to stock, how to display 
them, and so on. Other employers ensure that people in repetitive jobs change them every 
couple of hours, as doing four different repetitive jobs a day is better than doing only one. 
Many people now talk about the importance of a company's shared values or corporate 
culture, with which all the staff can identify: for example, being the best hotel chain, or 
hamburger restaurant chain, or airline, or making the best, the safest, the most user- 
friendly, the most ecological or the most reliable products in a particular field. Such values 
are more likely to motivate workers than financial targets, which ultimately only concern 
a few people. Unfortunately, there is only a limited number of such goals to go round, 
and by definition, not all the competing companies in an industry can seriously claim to 

be the best 

1h Summarizing 

Read the text again and complete the following sentences, using your own words 
as much as possible. 

1 Herzberg suggested that good labour relations and working conditions ... 

2 According to Herzberg, the kind of things that motivate ... 

3 The problem with saying that only challenging, interesting and responsible jobs 
are motivating is that... 

4 Ways of motivating people in unskilled jobs include .,. 

5 The problem with trying to motivate workers by the belief that their company is 
the best is that... 













2 Motivating staff 


I Do people 
enjoy working 
on a cash till? 



You will hear Steve Moody, the manager of the Marks & Spencer store in 
Cambridge, talking about how he and the company try to motivate staff. 


2a Listening [(]>}) 

Listen to the first part of the interview and answer the following questions. 

1 Which of the following things does Steve Moody say? If the statements do not 
match what Moody says, what does he actually say? 

A People require an acceptable salary. 

B People need a nice working environment. 

C People must understand what they are supposed to do. 

D People must appreciate their boss and their colleagues. 

E People must not be expected to do the same thing lots of times. 

2 What is the reason he gives why some of his staff prefer working on the till or 
cash register to other tasks? 

3 What is the advantage of this for the store? 

4 What are the other two tasks he mentions that arc equally important in any 
store? 

5 Steve Moody says that the work of management involves 'tailoring individuals’ 
needs and abilities to the operational needs of the store'. Give another word for 
tailoring. 

6 Why does M&S also need staff who like to perform all sorts of different tasks? 


2b Listening U») 

Listen to the second part of the interview, about the perks M&S give their staff. 

1 Make a list of five or six factors that Steve Moody says motivate M&S staff. 

2 What does he say is the effect of giving stal l an annual bonus shortly before 
Christmas? 














2c Discussion 

1 I>aes what Steve Moody says coincide with the views of Frederick Herzberg that 
you read about above? What about the views of Douglas McGregor? 

2 In your working experience, even if it is only Saturday or temporary summer 
holiday jobs, have your supervisors seemed to believe Theory X or Theory Y? 


2d Case study: Motivation 


According to what you have read and heard, how would 
people with the following positions? 


you attempt to motivate 



a bus driver in a big city, who has to work irr 

hours, including early morning, evening, and 
night shifts 

a nurse who works with 


seriously ill children 
a sales representative for a pharmaceutical company, 
who visits hospitals and doctors 

a manual worker in the Printing House at Cambridge 
University Press 

a shepherd (as in the cartoon on nave 7Ki 
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Would any of the following suggestions be appropriate? If not, what else can you 
suggest? 1 

building sports facilities (a gymnasium, tennis courts, etc.) 

• establishing a profit-sharing programme 

giving longer paid holidays (such as an extra day for every year worked over ten 
years) 

• giving a company car 

• offering career training 

• offering early retirement 

• paying a higher salary 

• paying productivity bonuses 

reducing the working week (e.g. to 35 hours) 

setting up a nursery for workers’ pre-school age children 

• spending some money on decorating the organization’s premises (with plants, 
pictures, etc.) 

• subsidizing the staff canteen 




2e Vocabulary 

Use the words in the box once each to complete the paragraph below. Notice that 
the stressed syllable changes in this group of words. 

Verb _ Nouns 

produce 'product 

production 
productivity 
producer 
produce 


Adjectives 

productive 

dnproductive 


A tew years ago, Harry Coe’s, a large (1) 



s, decided that some of their workers 


of tinned food 
were not 


’ ■ ' “'...enough. Much of the work of preparing fruit and vegetables 

was done on rows of tables rather than on a (4)......[ ine . So they 

decided to introduce a piecework system, whereby workers got paid according to 

the amount of work they completed. The company thought that this would 

motivate previously (5)... workers, and thereby increase 

..... Yet the new pay scheme did not (7).the 


results they expected: after six months they were still processing the same amount of 

agricultural (8) ..., but there was a lot of dissatisfaction among the 

workers who were now all earning different amounts of money. 
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Management and 
cultural diversity 

1 Cultural attitudes 

la Discussion 

Multinational companies can either attempt to use similar management methods 
in all their foreign subsidiaries, or adapt their methods to the local culture in 
each country or continent. Which procedure do you think is the most efficient? 

Do you think the culture of your country is simila r enough to those of 
neighbouring countries to have the same management techniques? Or are there 
countries nearby where people have very different attitudes to work, hierarchy, 
organization, and so on? 



1b Discussion 

A Dutch researcher, Fons Trompenaars, and his associates, have asked nearly 
15,000 business people in over 50 countries a number of questions which reveal 
differing cultural beliefs and attitudes to work. Here are five of them, adapted 
from Riding the Waves of Culture: Understanding Cultural Diversity in 
Business . They concern ways of working, individuals and groups, rules and 
personal friendships, and so on. What are your answers to the questions? 

Q If you had to choose, would you say that a company is (a) a system designed 
to perform functions and tasks in an efficient way, using machines and peo¬ 
ple, or (b) a group of people whose functioning depends on social relations 
and the way people work together? 

. rrriiiiii rrini rrrini i i ■ fcii ■ ■■ ■■■■■ u-iutia ■ im.J i . .4 i-i ■ ir—irrr--- ; i i i i -miiti■ mwi irrmmm ■ ■ ■ uuiuj .....j4j,. rP ..-, Tr j. rr . 

Q What is the main reason for having an organizational structure in a com¬ 
pany? (a) So that everyone knows who has authority over whom, or <b) so 
that everyone knows how functions are allocated and coordinated? 

». ..."--'I. I «■«■*■— * “ill - - T u f, - j , ... . t ir ,-rrrr w »rrrr rw^mm ■■» 

[J Will (a) the quality of an individual's life improve if he or she has as much 
freedom as possible and the maximum opportunity to develop personally, or 
(b) the quality of life for everyone improve if individuals are continuously 
taking care of their fellow human beings, even if this limits individual free¬ 
dom and development? 

■ ■■■HRi ■ ■ ■amiikiLtibiJiajajjj ■ s ■ k-_J- . ---M+i-l §■ — -«i Trrrfvn mill i « mi 1 11 ■■■ is ■ i ■■■ ■ ■ mmmmmmm i ■ uj ■ iu.fcn.44iufc.jii4xiu.4 ■ •—■-iff iiiT-rmnrr-iiin ■ i ami ■ ■ ■ ■ nan ■ ■ ■ ■ nun uiujjj u.kk4J44^ + fi- 

Q A defect is discovered in a production facility, It was caused by negligence by 
one of the members of a team. Would you say that (a) the person causing 
the defect by negligence is the one responsible, or (b) because he or she is 
working in a team the responsibility should be carried by the whole group? 

MJ ■ ■-- i j-Vn HHrinnii i rrniii ■ ■ rrmii ■ i ■■■■■■ i i cm » ucujjj * -fc- i uu^ -— ... rrni rrif-i r,! [ ■ ■ ■ l , PP _ 

Q Imagine that you are a passenger in a car driven by a close friend who hits 
and quite seriously injures a pedestrian while driving at least 25 kilometres 
an hour too fast in town. There are no other witnesses. Your friend's lawyer 
says that it will help him a lot if you testify that he was driving within the 
speed limit. Should your friend expect you to do this? 








































2 Managing multinationals 







What nationalities could the managers below typically be? 


If f go on 

selling like this, HI earn 
than the boss! i can't 
let that happen! 

There's no hurry! 

Tonight r you can come and 
eat at my house, and tomorrow 
well play golf! 


2b Reading 


2a Discussion 


What an 

awful idea — reporting 
to two different 
bosses! 


Read the text below, and see if your suggestions above coincide with the 
nationalities mentioned. 


CROSS-CULTURAL MANAGEMENT 


Managing a truly global multinational company would obviously be much simpler if it 
required only one set of corporate objectives, goals, policies, practices, products and 
services. But local differences often make this impossible. The conflict between 
globalization and localization has led to the invention of the word ^localization! 
Companies that want to be successful in foreign markets have to be aware of the local 
cultural characteristics that affect the way business is done. 

A rairly obvious cultural divide that has been much studied is the one between, on the 
one hand, the countries of North America and north-west Europe, where management is 
largely based on analysis, rationality, logic and systems, and, on the other, the Latin 
cultures of southern Europe and South America, where personal relations, intuition, 
emotion and sensitivity are of much greater importance. 

The largely Protestant cultures on both sides of the North Atlantic (Canada, the USA, 
Britain, the Netherlands, Germany, Scandinavia) are essentially individualist, in such 
cultures, status has to be achieved. You don't automatically respect people just because 
they ve been in a company for 30 years. A young, dynamic, aggressive manager with an 
MBA (a Master in Business Administration degree) can quickly rise in the hierarchy. In 

















most Latin and Asian cultures, on the contrary, status is automatically accorded to the 

boss, who is more likely to be in his fifties or sixties than in his thirties. This is particularly 

true in Japan, where companies traditionally have a policy of promotion by seniority. A 

50-year-old Japanese manager, or a Greek or Italian or Chilean one, would quite simply 

be offended by having to negotiate with an aggressive, well-educated, but inexperienced 

Amencan or German 20 years his junior. He would also want to take the time to get to 

know the person with whom he was negotiating, and would not appreciate an assertive 

American who wanted to sign a deal immediately and take the next plane home. 

In northern cultures, the principle of pay-for-perform a nee often successfully motivates 

salespeople. The more you sell, the more you get paid. But the principle might well be 

resisted in more collectivist cultures, and in countries where rewards and promotion are 

expected to come with age and experience. Trompenaars gives the example of a sales rep 

m an Italian subsidiary of a US multinational company who was given a huge quarterly 

bonus under a new policy imposed by head office. His sales - which had been high for 

years - declined dramatically during the following three months. It was later discovered 

that he was deliberately trying not to sell more than any of his colleagues, so as not to 

reveal their inadequacies. He was also desperate not to earn more than his boss, which 

he thought would be an unthinkable humiliation that would force the boss to resign 
immediately. 

Trompenaars also reports that Singaporean and Indonesian managers objected that 

pay-for-performance caused salesmen to pressure customers into buying products they 

didn’t really need, which was not only bad for long term business relations, but quite 
simply unfair and ethically wrong. 

Another example of an American idea that doesn't work well in Latin countries is matrix 

management. The task-oriented logic of matrix management conflicts with the principle 

of loyalty to the all-important line superior, the functional boss. You can't have two 

bosses any more than you can have two fathers. Andre Laurent, a French researcher, has 

said that in his experience, French managers would rather see an organization die than 

tolerate a system in which a few subordinates have to report to two bosses. 

In discussing people’s relationships with their boss and their colfeagues and friends, 

Trompenaars distinguishes between universalists and particularists. The former believe 

that rules are extremely important; the fatter believe that personal relationships and 

friendships should take precedence. Consequently, each group thinks that the other is 

corrupt Universalists say that particularists 'cannot be trusted because they will always 

help their friends’, while the second group says of the first 'you cannot trust them- they 

would not even help a friend'. According to Trompenaars’ data, there are many more 

particularists in Latin and Asian countries than in Australia, the USA, Canada, or north¬ 
west Europe. 


2c Comprehension 

1 How would you explain the concept of glocalization 3 ? 

2 Why might a 50-year-old Japanese manager be offended if he had to negotiate 
with or report to a well-educated but inexperienced 30-year-old American? 

3 Why was the American concept of pay-for-performance unpopular in Italy, and 
in Asia, in Trompenaars’ example? 

4 Why do universalists disapprove of particularists, and vice versa? 



2d Vocabulary 

Find words in the text which mean the following. 

1 the use of reasoning rather than emotions or beliefs 

2 understanding or knowing without consciously using reason 

3 respect, prestige or importance given to someone 

4 having a higher rank because one is older 

5 to have hurt feelings because someone is being disrespectful 

6 money or something else given in recognition of good work 

7 additional money given for better work or increased productivity 

8 a feeling of shame and loss of dignity or self-esteem 

9 to give up a job or position 

10 according to accepted moral standards 

3 You and your culture 

3a Discussion: You and your influences 

1 Which of the following do you think have been the most important influences op 
you? Do you think the same is true of most people? 

nature: your genes or DNA, the characteristics you inherited from your 
parents and were born with, your emotional and physical make-up 

your family environment in early life 

your friends and social life, the things you do in your free time 
primary or secondary school, teachers, and what you learn t 
higher education: college, university, teachers, colleagues, the subjects you 
studied (or are studying) 

• your job 

the culture of your particular company 

your colleagues: the people in your team or department 

your colleagues: the kind of people who work in your specific area of work 

the characteristics that are considered typical of people from your 
geographical region 

the characteristics that are considered typical of people from your country, 
arising from geography, climate, history, religion, the political, social and 

economic system, and so on 

2 Do you believe that it is possible to sum up national characteristics in a few 
words? Is there usually some (or a lot of) truth in such stereotypes? Or, on the 
contrary, do you find such stereotyping dangerous? 


















3b Discussion: Attitudes to work 

If you already have, or have had, a job, use that job and company to answer these 
questions. If you are still studying, answer these questions hypothetically: which 
type of organization would you like to work for? {Some of these questions refer 
back to Units 3 and 4. Remember also your answers to the questions in la above.) 

1 Steve Moody talks of ‘tailoring individuals’ needs and abilities to the operational 
needs ol the store’. For management positions, do you think the job or task 
should be adapted to the person who does it, or should the individual employee 
adapt to the needs of the job? 

2 Would you like to work for a company that had a pay-for-performance policy? 
Does this only work for salespeople, or could it be extended to all jobs? 

3 Do you like the idea of matrix management, or would you rather report to only 
one powerful boss? 

4 Do you (or would you) like to work in a team? 

3c Survey 

Ask at least 20 people of the same culture the following questions, and see if you get 
clear answers (e.g. over 60% for cither answer). 


Do you: 


g think your job is the most important 
thing in your life? 

Yes 1 No □ 

f) prefer impersonal i 1 or personal 
relationships 1 with superiors? 

j prefer impersonal _ or personal 

relationshipswith subordinates? 

b like taking individual responsibilities? 

Yes No 

j prefer to work with your family 

or other people you have known a 
long time? 

Yes "J No □ 

C like taking risks? 

Yes | | No Li 

d prefer working individually to working 
in a group or team? 

Yes No 

|( take quite a long time to build 
up trust in a new business 
partner? 

Yes □ No — i 

£ prefer having clear rules to making 
decisions according to the current 
situation? 

Yes □ No □ 

| treat male and female colleagues 

differently? 

Yes □ No ! 

f prefer multi-fayered 

or flat hierarchies? 

pF| automatically respect older 
people? 

Yes No Li 

g prefer agreement and consensus 

1 to creative disagreement at work? 
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3d Discussion: Corporate culture 

In your company, or in your country in general, is 
it acceptable to: 

show that you are emotionally involved in your 
work? 

make eye contact with hierarchical superiors? 
wear fairly casual clothes to work? 
make jokes in meetings? 
disagree with superiors in meetings? 
occasionally arrive late tor work or meetings? 
socialize with superiors and/or subordinates? 


3e Discussion: Body language 

In your country or culture, is it considered acceptable to: 

gesticulate (make hand and arm movements) while you talk? 
move very close to someone as you talk to them? 
touch someone on the arm as you speak to them? 
blow your nose in public? 

look at someone in the eyes for a long time while talking to them? 
look at someone in the eyes lor a long time while they are talking to you? 
laugh loudly at work, and in meetings? 

3f Discussion: Going abroad 

1 Do you read a guidebook before going to a foreign country, especially one where 
you don’t speak the language? 

2 Are there specific things that you worry about, which it would be useful to have 
information about before you go? (e.g. How do you get into town from the 
airport? Do you pay the bus driver, or is there a ticket machine on the bus, or at 
the bus stop? Do you leave a tip in restaurants? etc.) 

3g Writing 

Write a brief memo to a foreigner who is going to work in your country on a 
project lasting several weeks. Give some immediately useful pieces of information: 
(transport, opening hours, etc.), and more general background information 
about things to do or to avoid doing, referring to some of the questions in the 
discussion exercises above. 
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Recruitment 


1 Filling a vacancy 

la Vocabulary 

Insert the following words in the gaps in the text below. 

applicant application application form apply candidate 
curriculam vitae or C V (GB) or resume (US) employmen t agencies 

inlet view job description job vacancies references short-listed 


Many people looking Tor work read the (I).advertised by 

companies and (2).in newspapers or on the internet. To 

reply to an advertisement is to (3).for a j ob> (You 5ecome 

... or an ...) You write an 

..•;. . or m [n the company’s (7).. ., 

and send it, alone with your (8) „ „j . 

You often have to give the names of two people who are prepared to write" 

^. for y° u - If your qualifications and abilities match 

Inc ..*., you might be (1!) . 

i-e. selected to attend an (12). 

Y * n n ..H ,w. r. n , 


lb Discussion 

When employees ‘give notice; i.e. Inform their employer that they will be leaving 
the company (as soon as their contract allows), in what order should the 
company carry out the following steps? 

A either hire a job agency (or for a senior post, a firm of headhunters), or advertise 
the vacancy 

B establish whether there is an internal candidate who could be promoted (or 
moved sideways) to the job 

C examine the job description for the post, to see whether it needs to be changed 
(or indeed, whether the post needs to be filled) 

D follow up the references of candidates who seem interesting 
I' invite the short-listed candidates for an interview 
F make a final selection 

G r£ y c,ve a PP llcaUons ’ curricula vitae and covering letters, and make a preliminary 
selection (a short-list) 

H try to discover why the person has resigned 

1 write to all the other candidates to inform them that they have been unsuccessful 













Complete the following chart with the letters A-1 from the previous page. 





Decide nof to 
replace person but to 
modify other jobs 




Decide to 
replace person 


♦ 


Offer the job to the 
internal candidate and 
think about replacing this 
person 





1c Case study: Job applications 

One day, you will apply for your first job as a business graduate. Unfortunately, 
many of your classmates, as well as lots of people you don’t know, will probably 
also apply for the same job. Your experience and qualifications will probably be 
quite similar to those of most of the other candidates. You will submit a copy of 
your curriculum vitae (GB) or resume (US). But how do you get on to the 
preliminary short-list? What kind of things do you think impress companies 
hiring business graduates? 

Which of the following extracts from different CVs {resumes} or application 
letters do you think would help the candidate to get an interview, and why? 


1 


Since coming to university I have played in the women’s hockey team. 
We have twice won the national university championship, and are also 
well-placed this year, with one month of the season still to go. 




























My mother is French, and because my father works for a multi¬ 
national company, I grew up in four different countries, I did 
all my schooling in French, hut I also speak (and write) flu¬ 
ent Spanish and Portuguese. I can also understand (Worth 
African) Arabic, but speak it less well, 


4 



Employment 

Saturdays. 1997-99, and full-time July 3000, Right Price food store, West End 
Avenue (shelf-filling). 

July £001, Port Authority Bus Terminal, 8th Avenue (bus cleaner). 
August-September 3001, grape-picking, Napa Valley, California. 

November £001-June £002, tourist guide at St Patrick’s Cathedral, 

8th Avenue (Saturdays). 
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l went 


1 have travelled extensively during my last three summer 
vacations. In 2000, I travelled around the Mediterranean 
(Spain. France, Italy, Greece) for ten weeks. In 2001, 
to Florida for a month, and I spent six weeks in Bali in 2002. f 
I have consequently met a great many people from many different j 
cultures, and I am absolutely convinced that this makes me f 

suitable for a position in international marketing, and that | 
your company would have a great deal to gain from employing me. f 

m 


' ' ' J ‘ 


r ^ ■ , T 
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/is L) 0 O wJiU set fnr« fvvj OS } I suoftd an ftVengt of llV* in rvnj 
UrtiUfevSiHj exarwinafienS (.147* at fkt W of first ^ar_, in 
i>Hj second ytW/ anot 1-1% in rvVj final j£or exanrS). I S^aytd on to 
ft posf-gnftdAjfttt oU^rae. in finance, and .banian^ an^ vJaS 
ialovXomJ- to ycfW n^ Most«/s (Asse/faticn info ft < ^cfon»ffi. JI 
vAmcR 1 Wi done, in fU past tin ™on+bs. I (jcpect to be awo/jW ! 
rvVj HvD in Six- vVetUS firv^ 


iS^sj 


1 have played the piano since the a S e of five i w 

schools in N W Vert and Switzerland, but a„he of wl Z d SUmmer 
economics rather than attempt to become r g * C,ded to sfud V 
world is f u f| of g 00 d pianists). * ^ musician < s ‘nce the 
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Id Curriculum vitae (GB) or Resume (US) 

rhis is a model for a curriculum vitae or resume. 


Curriculum vitae 

YOUR NAME 

Your address Your phone number(s) 

Your e-mail address 
Your date of birth 

OBIECTJVE 


WORK EXPERIENCE or PROFESSIONAL EXPERIENCE 


EDUCATION or QUALIFICATIONS 


COMPUTER SKILLS 


LANGUAGES 


HOBBIES AND INTERESTS 


REFERENCES [or Testimonials (US)] 

The following people can provide references: 


























Notes on Curricula vitae 

Name; e.g. Robert Louis Stevenson; or Stevenson, Robert Louis; or STEVENSON, 
Robert Louis. 

Date of birth: Write the month, e.g. II January 1980, because 11/1 = 11 January 
(GB) and 1 November (US). 

Nationality: Always begin with a capital letter: French, German, Japanese, etc. You 
can also add Marital status; Single or Married. 

Objective, e.g. A job in international marketing; A traineeship in trading; 

Marketing assistant; Account manager; Financial analyst. 

Work experience; Give dates (months or years) and name of employer(s). Put the 

most recent first, Be specific about your duties if they have any relevance to a 
business career, e.g. 

Summer 2002, Office Assistant, Book Antiqua Ltd, Lucida, New Jersey. 

The job involved file maintenance, data entry, word processing, proof-reading, 
customer service, and other clerical and administrative tasks. 

Education; List this in reverse order, e.g. 

2001-2 Masters Degree in International Management, Bigtown University, 
Bigtown (expected date of completion July 2002) 

1998-2001 Degree in Business Administration, majoring in Finance/Marketing, 
etc. (sometimes called a Bachelor s Degree) 

An English translation of your institution might be Faculty or School of Business 
Administration and Economics. 

Between 14 and 18 or 19 years old you probably attended what is translated as a 
High School or a Secondary School, where you probably obtained the equivalent of 
a 1 ligh School Certificate, hour primary education is probably not important. 

Computer skills: e.g. 

Working knowledge of Microsoft Office, Word, Excel, Powerpoint, and internet 
software. 

Languages: e.g. 

french (mother tongue), good knowledge of German and English, elementary 
knowledge of Spanish. [Nbr‘knowledges’ with an 5 .j 

Or: Fluent in Spanish and English, some knowledge of French and Italian. 

Hobbies and interests: e.g. 

Underwater skiing, synchronized sewing, deep-sea football, long-distance cooking, 
cross-country swimming ... 

It Is preferable to list hobbies that demonstrate qualities that arc relevant to the job 
you are seeking. 

References [or Testimonials (US)]: 

The names and addresses (and phone numbers, fax numbers or c-mail addresses) of 
two referees are often required. 


R?~ 
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2 Women in management 

2a Discussion 

Why are there so few women in senior 
managerial positions? 

Should this situation change? If so, do you 
think it will change? How? When? 

What advantages or disadvantages would a 
larger proportion of women in management 
positions bring to business in general? 

Do you support affirmative action or 
positive discrimination programmes which 
attempt to employ women or members of 
minority groups in preference to equally 
qualified white male candidates? 



"Mr Edwards, this is your secretary, 
Melissa. When you have a moment, 
would you run down and get me a 
regular coffee and a pineapple Danish? 



) Gill Lewis: a 
woman in a high 
managerial 
position 


2b Listening 0) 

You will hear Gill Lewis, formerly the Senior Vice-President for Human Resources 

and Corporate Affairs of Nestle, talking about the role of women in management 

Listen to the interview, and then answer these questions. 

1 Why is Gill Lewis not especially proud of having been British Businesswoman of 
the Year back in the 1970s? 

2 What does she mean when she says that during that period she was a great 
disappointment to the media? 

3 How exactly does she define the traditional roles of men and women over 
millennia (thousands of years)? 

4 Gill Lewis lists at least three areas in which women finishing business studies now 
have advantages that no previous generation has had, in terms of their husbands 
(or partners), employers, and their fellow students. What are they? 

5 What do you think she means when she says that employers are going 
to have to make some allowances 1 ? 

6 What is her objection to affirmative action programmes? 
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un-nun. un-nur] 
And for precisely h 
long were you a 
hunter-gatherer at 

I.BM.r 




































Labour relations 



1 Labour unions 



la Discussion 

What are labour unions or trade unions? 
What do they do? 

What can they do when dissatisfied? 


I A frustrated traveller 
during a rail strike 


) Striking but non-unionized French 
truckers blocking a motorway: who 
can the government negotiate with? 



1b Vocabulary 


Match up the words on the left with the definitions on the right. 


1 collective bargaining 

2 a strike 

3 a go-slow (GB) 

or slowdown (US) 

4 working-to-rule 

5 industrial action 


6 to picket 


A a general term for strikes, go-slows, work-to-rulcs, 
and so on 

B a deliberate reduction in the rate of production, as 
a protest 

C a stoppage of work, as a protest against working 
conditions, low pay, and so on 

D negotiations between unions and employers about 
their members’ wages and working conditions 

E to protest outside a factory or other workplace, and 
try to persuade workers and delivery drivers not to 
enter 

F deliberately obeying every regulation in an 
organization, which severely disrupts normal 
operations 











































1 c Listening tf]») 

Listen to Denis MacShane, a British Member of Parliament for the Labour Party 
who previously worked for ten years for the International Metal Workers Union, 
talking about trade unions. 

1 Summarize briefly what he says about: 

a) the role or function of unions 

b) the attitude governments and companies should have in relation to unions 

2 Now listen again, and complete the following sentences with these words. Listen) 

third time, if necessary, to check your answers. I 

dynamic employees employers partner peace 
represented role sensible team-working voice 

1 Unions are a necessary.for the interests of workers. 

2 In countries like South Korea, or Poland, or South Africa, trade unions 

have played an enormous..political and economic 


3 


3 As long as..have needs that need to be. 

they’ll need trade unions. 

4 .employers, that want effective social. 

and want also a..and dynamic economy, should be 

encouraging trade unions. 

5 In some ol the most successful economies, a strong trade union presence ls 

recognized by ..and accepted as a..by 

government. 

What do you think MacShane means by the out-of-date class war attitude of 

some unions? 



4 Do you agree with MacShanes view of the necessity and usefulness of unions? 


Id Reading 


Read the following extract from the American author Bill Bryson’s book about 
Britain, Notes From a Small Island > about the newspaper industry in the 1980s, 
and answer the questions. 




Fleet Street, near the City, London’s financial district, was where British national 
newspapers had their offices and printing works until the 1980s, when most of 
them moved to new premises. 


























To say that Fleet Street in the early 1980s was out of control barely 
hints at the scale of matters. The National Graphical Association, 
the printers' union, decided how many people were needed on each 
paper (hundreds and hundreds) and how many were to be laid off 
1 during a recession (none), and billed the management accordingly. 
Managements didn't have the power to hire and fire their own print 
workers, indeed generally didn’t know how many print workers they 
employed. 1 have before me a headline from December 1985 saying 
‘Auditors find 300 extra printing staff at Telegraph.’ Thai is to say, the 
10 Telegraph was paying salaries to 300 people who didn't actually work 
there. On top of plump salaries, printers received special bonus 
payments for handling type of irregular sizes, for dealing with heavily 
edited copy, for setting words in a language other than English, for the 
white space at the end of lines. If work was done out of house — for 
15 instance, advertising copy that was set outside the building - they 
were compensated for not doing it. In consequence, many senior 
printers, with skills no more advanced than you would expect to find 
in any back-street prim shop, enjoyed incomes in the top 2 per cent of 
British earnings, it was crazy. 



1 What does this extract suggest about newspaper managements and the printers’ 
trade union at the time? 

2 What does the first sentence - ‘to say that Fleet Street ... was out of control 
barely hints at the scale of matters’ — mean? 

3 Bryson makes one statement that probably isn't true, i.e. is a deliberate 
exaggeration. Which do you think it is? 

4 Do you know what happened to the printers at British newspapers soon after 
the period Bryson is writing about? 




I Bill Bryson 






















2 industrial relations 

2a Discussion 

Are labour relations good or bad in your country? Why? 

Do you consider that the unions are too strong or not strong enough in your 
country? 

2b Reading 

Read the text and then answer the following questions. According to the text: 

1 What arc frequent causes of bad labour relations? 

2 What have the consequences of labour-market deregulation been? 

3 Why can these consequences be a problem for management? 



WHO NEEDS UNIONS? 


Manual and service industry workers are often organized in labour unions, which attempt 
to ensure fair wages, reasonable working hours and safe working conditions for ther 
members, British unions are known as trade unions because, as in Germany, they are 
largely organized according to trade or skill: there is an engineers' union, an electricians' 
union, a train-drivers' union, and so on. In other countries, including France and Italy, 
unions are largely political: workers in different industries join unions with a particular 
political position. 

Industrial relations tend to be better in countries, industries and companies where 
communications are good, i.e. where management consults workers on matters that will 
concern them, where neither side treats the other as an adversary, and when unions do 
not insist upon the preservation of completely uneconomic jobs and working practices. 
Although some employers and managers (and political parties) oppose the very existence 





















































of unions - even though, like doctors, lawyers, accountants, and so on, they might 
themselves belong, to a professional 1 association with similar basic aims - many 
management theorists stress the necessity of unions. In the 1970s, Peter Drucker wrote 
that Management is and has to be a power. Any power needs restraint and control - or 
else it becomes tyranny. The union serves an essential function in industrial society.'* Yet 
chief objectives of right-wing governments in the 1980s (e.g. in Britain and 
the USA) was to diminish the power of trade unions, and to deregulate labour markets in 
accordance with the ideal of free markets. 

As a result of deregulation, working conditions in many industries in many countries 
have worsened, leading to the creation of a great many casual, part-time, unskilled fobs 
done by non-unionized workers. France, for example, has the lowest number of workers 
m trade unions in the industrialized world. The unions now represent Jess than 10% of 
the French work force, and most of those are in the public sector. The vast majority of 
French workers seem to have rejected the confrontational politics of the main unions 
notab y the communist-controlled CGT. Consequently, when the largely non-unionized 
French lorry drivers blocked all the motorways in the 1990s, striking over the introduction 
of a new driver's licence with a penalty-point system (and over their working conditions 
m general], the French government found no one to negotiate with. 

In fact, a number of politicians and business leaders are beginning to regret the 
weakness of unions. Some managers, including Antoine Riboud, the former head of the 
huge Danone food conglomerate, actively encourage unionization because they insist 
that a big company needs someone to represent and articulate the needs of the 
employees and act as a social partner to the employer. But there is clearly a problem if 
workers believe that the unions are incapable of doing this, and choose not to join them. 

Peter Drucker: An Introductory View of Management 


2c Vocabulary 

Find the words in the text which mean the following. 

1 people who work with their hands 

2 a union for workers with a particular type of job 

3 to ask someone’s opinion before making a decision 

4 an opponent or enemy 

5 loo expensive, wasteful, loss-making 

6 unlimited and unfairly used power 

7 ending or relaxing restrictive laws 

8 areas of the economy run by the local or national government 

9 hostile, almost aggressive, seeking conflicts 

10 a large corporation, made up of a group of companies 
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2d Discussion 

I 

Peter Drucker says ‘Management is and has to be a power.’ What does this mean? 

In \oui opinion, should unions be consulted before management makes decisions 
about the following? 

manufacturing new products or offering new services 
opening new factories, shops, and so on 
closing existing factories, shops, and so on 
changing working hours 

• hiring new staff ! 

Should unions be represented on a company's board of directors, as happens in 
some countries? 

2e Writing 

Do some research and write a 100—200 word history of unions in your country. 
(For example: When were they first founded? Have they always been legal? Have 
there been periods in which they have been more or less powerful, or important, 
or necessary, than today?) 








Production 


1 Production decisions 

la Discussion 

What particular s kills do you 
think production and operations 
managers require? 

What do you think the objectives 
oi a production department 
usually are? 


1b Vocabulary 


Ai the Graduate 3d\col of Business 



L To r\Axe 


HOnEY 


l^oW,' KNOW YOU AU. WANT 
TO MAKE noNEY... 8UT 
TODAY WE RE Going 10 DISCUSS 
RAKING- THINGS. 

AftuAL THINGS- 


L-rtTtK_.trrifut the 

jcnoot.^t 

asutonftHf S^CIWIT 
THAT WttY „ 




Oqtv 


These are some basic words used in relation to industrial production. Match 
them up with the definitions below. 

capacity component inventory lead time location 
outsourcing or contracting out plant subcontractor 


1 any company that provides goods or services for another one 

2 any of the pieces or parts that make up a product, machine, etc. 

3 buying products or processed materials from other companies rather than 
manufacturing them 

4 the (maximum) rate oi output that can be achieved from a production process 

5 the buildings, machines, equipment and other facilities used in the production 
process 

6 the geographical situation of a factory or other facility 

7 the slock of any item or resource used in an organization (including raw 
materials, parts, supplies, work in process and finished products) 

8 the time needed to perform an activity (i.e. to manufacture or deliver something) 






























































tc Vocabulary 


After it has been decided what to manufacture, operations managers have to 
decide where to manufacture the different products, how much productive 
capacity their factories and plants should have, and how much inventory to 
maintain. Read the 15 sentences below, and classify them under the 
headings. Some sentences may fall under two headings. 

A The consequences of insufficient capacity 
B The consequences of excess capacity 
C The advantages of large facilities 
D The disadvantages of large facilities 
E The advantages of having a large inventory 
| F The disadvantages of having a large inventory 

1 A long lead time may allow competitors to enter the market. 

2 Average fixed cost per unit drops as volume increases because each succeeding 
unit absorbs part of the fixed costs, giving economies of scale. 

3 Finding staff and coordinating material flow become expensive and difficult. 

4 If lead time increases, some customers may go to other suppliers. 

5 Lost sales and market share are usually permanent. 

6 The working environment might worsen and industrial relations deteriorate. 

7 There arc costs of storage, handling, insurance, depreciation, the opportunity 
cost of capital, and so on. 

8 You can be more flexible in product scheduling, and have longer lead times and 
lower cost operation through larger production runs with fewer set-ups. 

9 There is always a risk of obsolescence, theft, breakage, and so on. 

10 You can meet variation in product demand. 

11 You may be under-utilizing your work force. 


following six 







































12 You have protection against variation in raw material delivery time (due to 
shortages, strikes, lost orders, incorrect or defective shipments, etc.). 

13 You may be forced to produce additional less profitable products. 

14 You can take advantage of quantity discounts in purchasing. 

15 You may have to reduce prices to stimulate demand. 

Id Reading 

Read the text below, and insert the eight words defined in lb in the spaces. 

capacity component inventory lead times 
location outsourcing plants subcontractor 

JUST-IN-TIME PRODUCTION 

Manufacturing companies are faced with a 'make-or-buy decision' for every item or 

(1)...they use (as well as for every process and service). Do they make it 

themselves or do they outsource, and buy from a (2)...? If a company 

assembles products supplied by a large number of subcontractors, they face the problem 
of how much (3).they require. 

In Just-In-Time (JIT) production - also called lean production, stockless production, and 
continuous flow manufacture - nothing is bought or produced until it is needed. Each 
section of the production process makes the necessary quantity of the necessary units at 
the necessary time - which is when it is required by the next stage of the manufacturing 
process, or by distributors or customers. 

The JIT system is usually credited to Taiichi Ohno, who was vice-president for 
manufacturing with Toyota in Japan in the early 1950s - although he stated that he got 
the idea from American supermarkets! JIT is wholly contrary to the European and 
American logic of encouraging greater productivity, and welcoming production that 
exceeds the agreed schedule or quota, and stocking extras in case of future problems. 

JIT minimizes the cost of holding inventories, which are regarded negatively, as 
avoidable costs, rather than as assets. The large Japanese manufacturing companies have 

long practised (4} .. and generally use extensive networks of small 

subcontractors. Of course, if a single subcontractor fails to deliver a component on time, 
the whole production process is sabotaged, but the Japanese industrial system relies on 
mutual trust and long-term relationships. Small suppliers often attempt to situate their 

facilities close to the (5).of a larger company with which they work. 

The Japanese also prefer small, specialized production (6) . with a 

lifted (7)..., in which, wherever possible, all the machines required for a 

certain job are grouped together. This avoids all the waiting and moving time involved in 
sending half-finished items from one department to another, although it often requires 
flexible, multi-skilled employees. 

JIT thus greatly reduces transportation and inventory costs, and should ensure that 
there is no waste from overproduction, or from idle workers waiting for parts. It allows 
increased productivity because of shortened throughput time. If factories are equipped so 
that set-up times are short, very small production runs are possible. Any quality problems 
or product defects should be noticed more quickly, production (8) 
reduced, and the firm can react more rapidly to demand changes. 





























1e Comprehension 



According to the text, are the following sentences TRUE or FALSE? If they are 

false, say why. 

1 In JIT, products are ‘pulled’ through the manufacturing process from the end, 
rather than 'pushed’ through from the beginning. 

2 JIT originated in American manufacturing. 

3 JIT encourages production workers to exceed their production targets. 

4 Companies using the JIT system and outsourcing many of their components are 
highly dependent on their subcontractors. 

5 In a JIT system, a delivery of defective components can be replaced from the 
reserve inventory. 

6 JIT depends on harmonious partnerships between a company and its suppliers. 

7 Japanese production systems generally speed up the entire manufacturing process, 

8 JIT leads to economies of scale. 

9 JIT production - manufacturing only when a customer places an order - does 
not encourage innovation or the creation of demand. 


2 Quality 


2a Discussion 


1 When consumers talk about quality , what different aspects or criteria do they 
have in mind? How would you define quality in relation to the following? 


a fast-food snack 
a restaurant meal 
a tennis dub 


a small car (US automobile) 
a raincoat 
hi-fi equipment 


2 A well-known book on production is called Quality is Free , in which Philip B. 
Crosby argues that what costs money is a lack of quality - not doing things right 
the first time. List some of the expenses a company can avoid by preventing poor 
quality before it happens. 

2b Listening fljft 


) Alan Severn: 
Tm the Quality 
Manager ... 
everybody in the 
company works 
for me. 1 



Unit 6 



You will hear part of an interview with Alan Severn, 
the Quality Manager of Arcam, a British manufacturer 
of specialized, high quality hi-fi equipment: CD 
players, amplifiers, tuners and cassette decks. 

























1 


Listen to the interview and then answer these 
questions. 

t How many people work for the quality 
manager? 

2 What arc the two important aspects of the 
design of Arcam products that Alan Severn 
mentions? 

3 According to what Alan Severn says, does 
quality begin with (a) the designers or (b) the 
suppliers of components? 

4 What does Alan Severn mean by Total Quality 
Management at Arcam? 

5 What is his definition of success in terms of 
quality? 

' ! We have high quality and low prices. 

2c Role play Which do you want?" 

Quality: Should we recall this product? 

A British food and drink manufacturer has just discovered that some bottles of its 
coffee-flavoured energy drink Lift have small pieces of glass in them. Six hours ago, 
a customer returned an unopened bottle with pieces of glass in it to a supermarket 
in the north of England. The supermarket examined the other bottles on the shell 
and found that two others also had pieces of glass in them. At about the same time, 
the same thing happened in a shop in Belgium. In both cases the customer left the 
shop without giving his name. 

Bottles from the same production run have already been distributed and are on 
sale in six other countries in western Europe, and 50,000 bottles are currently being 
shipped to the USA. 
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The company manufactures 50 different food and drink products, It makes six 
different soft drinks, all of which are bottled in the same plant near London. Lift is 
the most recent product. It has been extremely successful with young consumers, 
and is currently being exported to 15 different countries. Plans are being made to 
set up joint ventures with other companies in Europe and the US, and to bottle the 
drink in several major markets, 

The managing director has called an emergency meeting at the company’s 
London headquarters, to which he/she has invited the company’s marketing 
director, financial director, human resources director, and the head of the legal 
department, as well as the managing director of the company that supplies the 
bottles, and the production manager of the bottling plant. The company’s board of 
directors is meeting this evening. At this meeting, the managing director will haveta 
recommend a plan of action. 

Before that, he/she has to listen to his/her colleagues’ opinions about whether the 
entire production run should be recalled, announcements made to the media, and 
so on. It is also necessary to establish the cause of the problem, and to take action to 
prevent it happening again. 

Your teacher will give you further details about the roles (from the Teacher’s 
Book). In a group, you have to prepare a role: what will you say in the meeting? 



















Products 



1 Product 


la Discussion 


I People and places can also 
be marketed as products 


N*3 

CHANEL 


Give three examples of brands to which you are loyal (i.e. which you buy without 
giving it a moment’s thought). Why are you loyal to them? 

Are there any products for which you have no brand preference or loyalty but are 
what marketers call a ‘brand-switcher’? 

Can you think of any products for which the name of the brand is totaUy 
unimportant so that you do not even notice it? (There may be some in your bag 
or briefcase.) 

Give an example of a product line (a group of related products made by the same 
company). Think of clothes, cosmetics, food, and so on. 

5S 


















































1b Reading 

Read the following text, and write a brief heading for each paragraph. 
PRODUCTS AND BRANDS 

1 

! . . IB9 +RiP-i 4 IHrli ■■■ ■■■■■■■ am jiiijiii<iiipiiisf!^«iiinriiii m mm m ■■■■■!■■■■ g. B a - a. g. 

Marketing theorists tend to give the word product a very broad meaning, using it to refer 
to anything capable of satisfying a need or want. Thus services, activities, peope 
(politicians, athletes, film stars), places (holiday resorts), organizations (hospitals, colleges, 
political parties), and ideas, as well as physical objects offered for sale by retailers, can be 
considered as products. Physical products can usually be augmented by benefits such as 
customer advice, delivery, credit facilities, a warranty or guarantee, maintenance, after¬ 
sales service, and so on. 


Some manufacturers use their name (the 'family name') for all their products, e.g. Philips, 
Colgate, Yamaha. Others, including Unilever and Procter ft Gamble, market various 
products under individual brand names, with the result that many customers are 
unfamiliar with the name of the manufacturing company. The major producers of soap 
powders, for example, are famous for their multi-brand strategy which allows them to 
compete in various market segments, and to fill shelf space in shops, thereby leaving less 
room for competitors, it also gives them a greater chance of getting some of the custom 
of brand-switchers. 



Most manufacturers produce a large number of products, often divided into product 
lines. Most product lines consist of several products, often distinguished by brand names, 
e.g. a range of soap powders, or of toothpastes. Several different items (different sizes or 
models) may share the same brand name. Together, a company's items, brands and 
products constitute its product mix. Since different products are always at different 
stages of their life cycles, with growing, stable or declining sales and profitability, and 
because markets, opportunities and resources are in constant evolution, companies are 
always looking to the future, and re-evaluating their product mix. 


Companies whose objectives include high market share and market growth generally 
have long product lines, i.e. a large number of items. Companies whose objective is high 
profitability will have shorter lines, including only profitable items. Yet most product lines 
have a tendency to lengthen over time, as companies produce variations on existing 
items, or add additional items to cover further market segments. Additions to product 
lines can be the result of either line-stretching or line-filling. Line-stretching means 
lengthening a product line by moving either up-market or down-market, i.e. making items 
of higher or lower quality. This can be carried out in order to reach new customers, to 
enter growing or more profitable market segments, to react to competitors' initiatives, 
and so on. Yet such moves may cause image problems: moving to the lower end of s 






























market dilutes a company's image for quality, while a company at the bottom of a range 
may not convince dealers and customers that it can produce quality products for the high 
end. Line-filling - adding further items in that part of a product range which a fine 
already covers - might be done in order to compete in competitors' niches, or simply to 
utilize excess production capacity. 

1c Comprehension 

1 Why do the big soap powder producers have a multi-brand strategy? 

2 Why do companies’ product mixes regularly change? 

3 What factors influence the length of companies’ product lines? 

4 What are the potential dangers of line-stretching? 

5 Why might companies undertake line-filling? 

Id Vocabulary 

Rind words or expressions in the text which mean the following. 

1 the possibility of paying for a product over an extended period 

2 a promise by a manufacturer or seller to repair or replace defective goods 
during a certain per iod of time 

3 a surface in a store on which goods are displayed 

4 consumers who buy various competing products rather than being loyal to a 
particular brand 

5 the standard pattern of sales of a product over the period that it is marketed 

6 the extent to which an activity provides financial gain 

7 possibilities of filling unsatisfied needs in sectors in which the company can 
produce goods or services effectively 

8 the sales of a company expressed as a percentage of total sales in a given market 

9 the set of beliefs that the public at large holds of an organization 

10 a small, specialized, but profitable segment of a market 

2 Developing a new product 

You will hear Jogishwar Singh, a director of the Swiss 
holding company Tege, talking about the forthcoming 
launch of‘Fresh Fries’, a fast-food product that will be sold 
in vending machines. 

2a Discussion 

Do you ever use vending machines? If so, what for, why and 
when? 

What are the potential advantages and disadvantages of this 
form of distribution, for both the seller and the customer? 



I Jogishwar Singh 







2b Listening tQ») ^ 

Listen to the interview. Which of the alternative answers is correct? I 

1 Fresh Fries machines will be installed 

A in cafes and restaurants and other public places. 

B in all kinds of places where people come to eat. 

C in places where there are lots of people. 

2 Fresh Fries arc made from 

A dried potatoes and water. 

B fresh potatoes and oil. 

C powdered potatoes and various secret ingredients. 

3 The vending machine will be followed by a smaller 
machine 

A for home and commercial use. 

B lor people to use at home. 

C for smaller restaurants. 

4 The machine has been through a series of prototypes because 

A the inventor came up with further inventions. 

B the inventor made design improvements, 

C other people gave the inventor new ideas. 

5 Inventors usually do not know enough about 

A industrial engineering. 

B raising finance. 

C the economics and realities of industrial production. 

6 Jogishwar Singh thinks the most important reason the product will succeed all 
over the world is 

A its speed in delivering the fries. 

B the fact that the fries will always have exactly the same quality. 

C the quality of the fries and especially their crispness. 

2c Vocabulary I]») 

Look at the following words and expressions, and then listen to the interview 

again, and write down the words and expressions used in the interview that mean 
nearly the same. 

1 a serving of food designed for one person 

2 an alternative British word for what Americans call french fries 

3 eye-catching, noticeable 

4 from which water has been removed 

5 the components of which a food product is made 

6 a small booth used for selling newspapers, cigarettes, ice cream, and so on 

7 the owners of a company 

8 a large amount of money 

9 uniformity, regularity, sameness (of a product sold worldwide) 

10 a symbol or design or the particular form of lettering of a trade mark 



























2d Discussion 

Where would you be most likely to use such a machine? 

What do you think are Tege’s chances of successfully launching this product in 
your country? 

And in 180 countries? 


2e Preparing a report 

Imagine that an international vending machine operator is hoping to increase its 
activities in your country, and has hired you to report on the existing market and 
to suggest new products that could be distributed via vending machines. 

First you have to prepare a report outlining: 

which products are currently sold in vending machines in your country 
where such machines are usually situated 
what kind of customers generally use them 
in what circumstances 

Then you have to suggest further products that could perhaps be distributed in 
this way. 

Prepare your report with two colleagues. 


2f Discussion: M-commerce 


One problem with vending machines is the use of money: customers 
may not have the right change; thieves may try to break into 
machines; coins might change, requiring machines to be adapted (e.g. 
the introduction of the euro), etc. 

One solution to this is to pay using a mobile phone. 

At the time of writing, most people only use mobile phones for calls 
and text messages. Very few people are used to the idea of buying 
things with their mobile phones, but this is a field that is developing 
rapidly. Vending machines are being adapted so that people can buy 
snacks and drinks by entering a number on their phone, with the 
price added to their telephone bill. 

Mobile phones linked to the internet also allow customers to receive 
instant information. Can you think of any other goods or services 
that could be delivered and paid for using machines and mobile phones? Here are 
some examples from Finland (the country with the highest per capita use of 
mobile phones) from the year 2000. 

paying for bus tickets, and finding out when the next bus is due, which can be 
useful in winter when the temperature is minus 20 degrees 

getting information about what’s on at your local cinema and paying for the 
tickets 



• a car-wash machine that you operate by dialling a phone number rather than 
going into the garage to pay 


Products 
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Marketing 




1 Defining marketing 

la Definition ! 

Here is a definition of marketing. Complete it by inserting the following verbs in 
the gaps. 


design develop identify influence modify persuade 

Marketers have to {1) ..or anticipate a consumer need; 

(2).................. a product or service that meets that need better than 


any competing products or services; (3}.target customers to 

try the product or service; and, in the iong term, (4) 

to satisfy changes in consumer needs or market conditions. Marketers can 

(5).. particular features, attractive packaging, and effective 

advertising, that will (6)...consumers’ wants. Marketing thus 

begins long before the product or service is put on the market; it combines market 
research, new product development, distribution, advertising, promotion, product 
improvement, and so on. 

Here is a second definition of marketing (as opposed to selling): 

There will always, one can assume, be a need for some selling. \ 

H* 

But the aim of marketing is to make selling superfluous. The aim | 

of marketing is to know and understand the customer so well f 

that the product or service fits him and sells itself. Ideally, 
marketing should result in a customer who Is ready to buy. 

(Pcier Drucker: Management: Tasks, Responsibilities, Practices ) 

What do you think of this definition? Can selling really become superfluous, even 
if the customer is ready to buy? Or is there one important aspect of business that 
this definition overlooks? 

Can you think of any examples of products for which marketers anticipated a 
consumer need (i.e. products you had never imagined needing before they were 
developed)? 


















1b Vocabulary 


Match up the words or expressions on the left with the definitions on the right. 


1 distribution channel 

2 to launch a product 

3 market opportunities 

4 market research 

5 market segmentation 

6 packaging 

7 points of sale 

8 product concept 

9 product features 

10 sales representative 


A ail the companies or individuals involved in moving 
a particular good or service from the producer to the 
consumer 

B an idea for a new product, which is tested with 
target consumers belore the actual product is 
developed 

C attributes or characteristics of a product: quality, 
price, reliability, etc. 

D dividing a market into distinct groups of buyers who 
have different requirements or buying habits 

E places where goods are sold to the public - shops, 
stores, kiosks, market stalls, etc. 

F possibilities of filling unsatisfied needs in sectors in 
which a company can profitably produce goods or 
services 

G someone who contacts existing and potential 

customers, and tries to persuade them to buy goods 
or services 

I I collecting, analysing and reporting data relevant to a 
specific marketing situation (such as a proposed new 
product) 

I to introduce a new product onto the market 

I wrappers and containers in which products are sold 


Id Reading 

Look quickly through the following text and decide which paragraphs are about 
these subjects: 

.- company-to-company marketing 

...-identifying market opportunities 

.- the marketing mix 

.. - the selling and marketing concepts 

.- the importance of market research 

THE CENTRALITY OF MARKETING 


1 Most management and marketing writers now distinguish between selling and 
marketing. The 'selling concept’ assumes that resisting consumers have to be 
persuaded by vigorous hard-selling techniques to buy non-essential goods or services. 
Products are sold rather than bought. The 'marketing concept', on the contrary, 
assumes that the producer's task is to find wants and fill them. In other words, you 
don't sell what you make, you make what will be bought. As well as satisfying existing 
needs, marketers can also anticipate and create new ones. The markets for the 
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Walkman, video recorders, videogame consoles. CD players, persona 
computers, the internet, mobile phones, mountain bikes, snowboara 
and genetic engineering, to choose some recent examples, were largeli 
created rather than identified. 

Marketers are consequently always looking for market opportunities- 
profitable possibilities of filling unsatisfied needs or creating newcnt 


in areas in which the company is likely to enjoy a differential advantage 
due to its distinctive competencies (the things it does particularly well 
Market opportunities are generally isolated by market segmentation 
Once a target market has been identified, a company has to decide wh; 
goods or service to offer. This means that much of the work of marketing 

31 

has been done before the final product or service comes into existence,: 
It also means that the marketing concept has to be understood 
throughout the company, e.g. in the production department of<! 
manufacturing company as much as in the marketing department itself 
The company must also take account of the existence of competitors, 
who always have to be identified, monitored and defeated in the search 
for loyal customers. 


Rather than risk launching a product or service solely on the basis of 
intuition or guesswork, most companies undertake market research [GBj 
or marketing research (US], They collect and analyse information about, 
the size of a potential market, about consumers’ reactions to particular 


product or service features, and so on. Sales representatives, who also 
talk to customers, are another important source of information. 

4 Once the basic offer, e.g. a product concept, has been established, the 
company has to think about the marketing mix, i.e. all the various 
elements of a marketing programme, their integration, and the amount 
of effort that a company can expend on them in order to influence Ft 
target market. The best-known classification of these elements is the 
'Four Ps': product, place, promotion and price. Aspects to be considered 
in marketing products include quality, features (standard and optional, 
style, brand name, size, packaging, services and guarantee. Place in 3 
marketing mix includes such factors as distribution channels, locations 
of points of sale, transport, inventory size, etc. Promotion groups 
together advertising, publicity, sales promotion, and personal selling, 
while price includes the basic list price, discounts, the length of the 
payment period, possible credit terms, and so on. It is the job of 3 
product manager or a brand manager to look for ways to increase sales 
by changing the marketing mix. 

5 It must be remembered that quite apart from consumer markets (ir 
which people buy products for direct consumption) there exists ar 
enormous producer or industrial or business market, consisting of all the 
individuals and organizations that acquire goods and services that are 
used in the production of other goods, or in the supply of services to 
others. Few consumers realize that the producer market is actually large' 
than the consumer market, since it contains all the raw materials, 
manufactured parts and components that go into consumer goods, plus 
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capital equipment such as buildings and machines, supplies such as energy and pens 
and paper, and services ranging from cleaning to management consulting, all of which 
have to be marketed. There is consequently more industrial than consumer marketing, 
even though ordinary consumers are seldom exposed to it 

Id Comprehension 

Which of the following three paragraphs most accurately summarizes the text in 

1c, and why? 

First summary: 

Marketing means that you don’t have to worry about selling your product, 
because you know it satisfies a need. Companies have to identify market 
opportunities by market segmentation: doing market research, finding a target 
market, and producing the right product. Once a product concept has been 
established, marketers regularly have to change the marketing mix - the 
product’s features, its distribution, the way it is promoted, and its price ■ in 
order to increase sales. Industrial goods - components and equipment for 
producers of other goods - have to be marketed as well as consumer goods. 

Second summary: 

The marketing concept has now completely replaced the old-fashioned selling 
concept. Companies have to identify and satisfy the needs of particular market 
segments. A product’s features are often changed, as are its price, the places in 
which it is sold, and the way in which it is promoted. More important than the 
marketing of consumer goods is the marketing of industrial or producer 
goods. 

Third summary: 

The marketing concept is that a company’s choice of what goods and services 
to offer should be based on the goal of satisfying consumers’ needs. Many 
companies limit themselves to attempting to satisfy the needs of particular 
market segments. Their choice of action is often the result of market research. 

A product’s features, the methods of distributing and promoting it, and its 
price, can all be changed during the course of its life, if necessary. Quite apart 
from the marketing of consumer products, with which everybody is familiar, 
there is a great deal of marketing of industrial goods. 


















2 The importance of market research 

2a Listening (!])}) 


1e Comprehension 

Look at the following diagrams from Marketing Management by Philip Kotler. 

According to the text in lc, which of these diagrams best illustrates a company 
that has adopted the marketing concept? 


B -- 


/ Production 

Finance \ 

\ Marketing 

Personnel/ 


I Steve Moody 

Listen to Steve Moody, the manager of the Marks & Spencer store in Cambridge, 

giving a hypothetical example of a marketing failure - a product that reaches the 

shops but fails to sell - and answer the questions. 

1 What does Steve Moody say is the role of Marks & Spencer’s head office? 

2 What is the example of a product that fails to sell? 

3 In these circumstances, whose fault would it be that the product failed? What had 
not been done properly, before the product was delivered to the stores? 

4 Who would be the only people in the company that would be able to find out 
what is wrong? 

5 What action could Marks & Spencer take? 

6 How docs Steve Moody describe the relationship between head office and the 
individual stores? 

















2b Case study: Market research 


In Steve Moody’s hypothetical example, it seems as if there has been a market 
research failure. Before launching the product, the store did not have enough 
information about the potential market and customers’ tastes and opinions. 

Suppose that you were part of the marketing team responsible for the following 
product concepts; 


I 


A new line of swimwear, to he sold 
by a chain of department stores 




2 Fresh Fries 


3 A new range of expensive hi-fi 
equipment 



4 A new English dictionary 
lor foreign learners 



CAMBRIDGE 

LEARNER’S 

DICTIONARY 


CPmpitre’y nt-.v 

twsy to uvp 

CD'ROM with 
'iouneJ Jtncf 
thesaurus 


lU1A 


What market research would you do before developing the products? What 
specific information would you need? Where could you get it? 

in each case, which of the following sources of information do you think would 
be the most useful, and why? 

Focus group interviews, in which several members of the target market are 
invited (and paid a small fee) to meet and discuss the product concept 

Internal research: analysing data already available in the company’s accounts and 
sales departments, which keep records of sales, orders, inventory size, and so on 

Printed sources of secondary data, including business newspapers, magazines and 
trade journals, competitors' annual reports, official government statistics, and 
reports published by private market research agencies 

* Questionnaire research, by telephone, mail, or personal interviewing 

• The company’s own sales staff 
Other sources 



































Advertisin 


1 Ways of advertising 



la Vocabulary 

Identify these different advertising media. 

Eight different ways of advertising are illustrated (one of them by the indirect 
means of sports sponsorship). Classify them according to how much you think each 
of these advertising messages costs, going from the most expensive to the cheapest. 


b) 



1b Reading 

Read the text opposite and answer the following questions. 

1 What is the best kind of advertising? 

2 Why do most companies use advertising agencies? 

3 When a company hi res an advertising agency, what arc the roles of both parties? 

4 What is a media plan? 

5 Why does advertising become ineffective after a certain point? 




















































HOW COMPANIES ADVERTISE 


Advertising informs consumers about the existence and benefits of products and services, 
and attempts to persuade them to buy them. The best form of advertising is probably 
word-of-mouth advertising,, which occurs when people tell their friends about the 
benefits of products or services that they have purchased. Yet virtually no providers of 
goods or services rely or this alone, but use paid advertising instead. Indeed, many 
organizations also use institutional or prestige advertising, which is designed to build up 
their reputation rather than to sell particular products 

Although large companies could easily set up their own advertising departments, write 

their own advertisements, and buy media space themselves, they tend to use the services 

of l ar 9 e advertising agencies. These are likely to have more resources, and more 

knowledge about all aspects of advertising and advertising media than a single company. 

The most talented advertising people generally prefer to work for agencies rather than 

individual companies as this gives them the chance to work on a variety of advertising 

accounts (contracts to advertise products or services). It is also easier for a dissatisfied 

company to give its account to another agency than it would be to fire its own 
advertising staff. 

The client company generally gives the advertising agency an agreed budget; a 
statement of the objectives of the advertising campaign, known as a brief; and an overall 
advertising strategy concerning the message to be communicated to the target 
customers. The agency creates advertisements (the word is often abbreviated to adverts 
or ods), and develops a media plan specifying which media - newspapers, magazines, 
radio, television, cinema, posters, mail, etc. - will be used and in which proportions. 
{On television and radio, ads are often known as commercials.) Agencies often 
produce alternative ads or commercials that are pre-tested in newspapers, television 

stations, etc. in different parts of a country before a final choice is made prior to a 
national campaign. 

The agency's media planners have to decide what percentage of the target market they 
want to reach (how many people will be exposed to the ads) and the number of times 
:hey are likely to see them. Advertising people talk about frequency or 'OTS* (opportunities 
10 see] and the threshold effect - the point at which advertising becomes effective. The 
choice of advertising media is generally strongly influenced by the comparative cost of 
reaching 1,000 members of the target audience, the cost per thousand (often abbreviated 
to CPM, using the Roman numeral for 1,000). The timing of advertising campaigns 

depends on factors such as purchasing frequency and buyer turnover (new buyers 
entering the market). 

How much to spend on advertising is always problematic. Some companies use the 
comparative-parity method - they simply match their competitors’ spending, thereby 
avoiding advertising wars. Others set their ad budget at a certain percentage of current 
sales revenue. But both these methods disregard the fact that increased ad spending or 
counter-cyclical advertising can increase current sales. On the other hand, excessive 
advertising is counter-productive because after too many exposures people tend to stop 
noticing ads, or begin to find them irritating. And once the most promising prospective 
customers have been reached, thcie are diminishing returns, i.e. an ever-smaller increase 
in sales in relation to increased advertising spending. 



















The Far Side* by Gary Larson © 1993 FarWorks, Inc. Ail Rights Reserved, 


1c Vocabulary 

Find the terms in the text which mean the following, 

1 free advertising, when satisfied customers recommend products to their friends 

2 advertising that mentions a company’s name but not specific products 

3 companies that handle advertising for clients 

4 a contract with a company to produce its advertising 

5 the amount of money a company plans to spend in developing its advertising 
and buying media time or space 

6 the statement of objectives of an advertising campaign that a client works out 
with an advertising agency 

7 the advertising ot a particular product or service during a particular period of time 

8 a defined set of customers whose needs a company plans to satisfy 

9 the people who choose where to advertise, in order to reach the right customers 

10 the tact that a certain amount of advertising is necessary to attract a prospective 
customer’s attention 

11 choosing to spend the same amount on advertising as ones competitors 

12 advertising during periods or seasons when sales are normally relatively poor 

td Discussion 

Which of the following claims do you agree with? 

1 Advertising is essential for business, especially for 
launching new consumer products. 

2 A large reduction of advertising would decrease sales. 

3 Advertising often persuades people to buy things they 
don’t need. 

4 Advertising often persuades people to buy things they 
don’t want. 

5 Advertising lowers the public’s taste. 

6 Advertising raises prices. 

7 Advertising does not present a true picture of products. 

8 Advertising has a bad influence on children. 

In a well-known survey, the Harvard Business Review 
asked 2,700 senior business managers whether they 
agreed with these statements. The survey produced 
some unexpected results. Which of the following 
percentages do you think go with which of the 
statements above? 

47% 49% 51% 57% 60% 72% 85% 90% 

After matching up these figures and statements, look at the true figures on page 177. 

After reading the opinions expressed in the Harvard Business Review survey, do 
you want to revise the opinions you expressed above? 

72 Unit It 


T HE FAR SI OB By 6ART iARSW 



Mow at your Jocaf feed store 































2 Radio commercials 

2a Listening t]») 

Listen once to the three radio commercials* which come from music-based radio 
stations in London, 

What are the products and services being advertised? 

Now listen again to each of the commercials in turn, as many times as necessary 
to answer the questions which follow. 

2b Commercial 1 do) 

1 Which three aspects of the service are emphasized? 

2 What, according to the ad, will be the eflect of the first two of them on the 
customer? 

3 Why do you think these three aspects were chosen, and why does the ad use these 
particular verbs? 

4 What is the short, last sentence of the ad? 

5 What else does the ad use apart from words? 

2c Commercial 2 £]») 

1 What is the horror story here, and why? 

2 Unusually, the listener is not expected to understand everything that is said in 
this ad. Why not? 

3 The ad mentions home entertainment systems. What other terms does it use 
instead of the more common stereo, radio, television and video recorder ? 

4 Do you find this ad amusing? 

2d Commercial 3 \Q») 

1 How does the ad give an Italian 'flavour'? Can you think of any other way in 
which this could have been done? 

2 Which of these three ads do you prefer, and why? 

2e Scripting a radio commercial 

In small groups, write a script for a 20-second commercial to be played on a 
popular English-language radio station, advertising either a well-known product 
exported by your country, or some form of travel to your country. Remember that 
you have to persuade and inform, and are not supposed to say anything 
misleading or untruthful - although of course in this case you are free to invent 
the name of the company, the details of its service, and so on. You may use music 
and sound effects if you have access to them. If not, merely indicate what you 
would use in addition to a voice or voices. 













Unit 12 


Promotional tools 


1 Promoting a new product 

Companies have to develop good products or 
services, price them attractively, and make them 
accessible to their target customers. But this is not 
enough: they also have to use various 
promotional tools to generate sales. According to a 
classification used in most marketing textbooks, 
advertising is only one of four standard 
promotional tools. The others are 
sales promotions, public relations, and 
personal selling. 

la Listening a]))) 



I Jogishwar Singh and Patrick 
Bigger promoting Fresh Fries 


You will hear Jogishwar Singh explaining the promotional 

strategies for the trial launch of Fresh Fries, which you heard 
about in Unit 9. 

Look at the phrases below. Which of these topics are 
mentioned in the interview? 


1 

2 


3 

4 

5 

6 


free advertising on television 
publicity in newspapers 
publicity on television 

giving away the fries for free for a trial period 
letting vending-machine operators have a free trial 
paid advertising 

7 t he colour of the machines 

8 the fact that this ls a novel product 

9 the price of the product 

10 the size and shape of the machines 
the unique taste of the product 
12 where the machines are situated 


i_l 


□ 

□ 

I-T 

□ 

□ 


11 


U 

□ 

□ 


1b Comprehension 

1 What do you think Jogishwar Singh means by ‘launching a media blitz’? 

2 When will the company start to use advertising? 

3 According to what Jogishwar Singh says, what is the difference between 
advertising and publicity ? 





















2 Promotional strategies 

2a Reading 

Insert the following words in the text below. 

advertising aimed awareness channel loyalty 
maturity medium tactics target trial 

THE FOUR MAJOR PROMOTIONAL TOOLS 

The basic idea behind the 'marketing concept * 1 * * * * 6 - that you make what you can sell rather 
than sell what you make - does not mean that your product will sell all by itself. Even a 
good, attractively priced product that clearly satisfies a need has to be made known to its 

(1) . customers. During the introduction and growth stages of the 

standard product life cycle, the producer {or Importer, and so on) has to develop product 

or brand (2).i.e. inform potential customers (and distributors, dealers 

and retailers) about the product's existence, its features, its advantages, and so on. 

According to the well-known 'Four Pis' formulation of the marketing mix (product, 
place, promotion and price), this is clearly a matter of promotion. Since budgets are 
always limited, marketers usually have to decide which tools - advertising, public 
relations, sales promotion, or personal selling - to use. and in what proportion. 

Public relations (often abbreviated to PR) is concerned with maintaining, improving or 
protecting the image of a company or product. The most important element of PR is 
publicity which (as opposed to advertising) is any mention of a company's products that 

s not paid for, in any (3) ... read, viewed or heard by a company's 

customers or potential customers, aimed at assisting sales. Many companies attempt to 
place stories or information in news media to attract attention to a product or service. 
Publicity can have a huge impact on public awareness that could not be achieved by 
advertising, or at least not without an enormous cost. A lot of research has shown that 
people are more likely to read and believe publicity than advertising. 

Sales promotions such as free samples, coupons, price reductions, competitions, and 

so on, are temporary (4) . designed to stimulate either earlier or 

stronger sales of a product. Free samples, for example, [combined with extensive 

advertising), may generate the initial (5) ... of a new product. But 

the majority of products available at any given time are of course in the 

(6)..stage of the life cycle. This may last many years, until the product 

oegins to be replaced by new ones and enters the decline stage. During this time, 
marketers can try out a number of promotional strategies and tactics. Reduced-price 
packs in supermarkets, for example, can be used to attract price-conscious brand- 
switchers, and also to counter a promotion by a competitor. Stores also often reduce 
prices of specific items as loss leaders which bring customers into the shop where they 
will also buy other goods. 

Sales promotions can also be (7)..at distributors, dealers and retailers, 

to encourage them to stock new items or larger quantities, or to encourage off-season 
buying, or the stocking of items related to an existing product. They might equally be 
designed to strengthen brand (8).among retailers, or to gain entry to 





















new markets Sales promotions can also be aimed at the sales force, encouraoina the, 
o increase their activities in selling a particular product 

soaTnaT'e^" 1 " 9 * ^ T* EXpenSiUe promotional t00 '. is generally only use! 
sparingly, e.g. as a complement to (e) . As wel| Js ' ’ . 

seLrth merS ' i pread " 19 lnformat ' on about a company's products and services' 
g ese pro nets and services, and assisting customers with possible technical 

rr S3eSPe ° Ple haVC an0the ' imp0rtant fun « i0 "- they oft h 

only Person from a Compaq that customers see, they are an extremely im"« 

. . of ^formation, It has been calculated that the maioritv of new 

product ideas come from customers via sales representatives. 

2b Summarizing 

Complete the following sentences to summarize the text above. 

1 When a new product is launched, the producer has to . .. 

2 Promotion is one of the four ..sales promotions are one of four different 

3 the advantages ot publicity include 

4 The four stages of the standard product life cycle (excluding Ihc pre-launch 

development stage) are ... * uncn 

5 Reasons to offer temporary price reductions include 

6 Sales promotions need not only be aimed at customers; 

7 Apart from selling a company's products, sales representatives 

2c Discussion i 

What kind of sales promotions are yon receptive to? 

coupons giving a price reduction? 
free samples? 

discounts for buying a large quantity? 

• price reductions in shops? 
packets offering ‘20% Extra'? 

* competitions? 

2d Vocabulary 

There is a logical connection among three of the four words in each of the 
o owing groups. Which is the odd one out, and why? 

1 advertising - competitors - publicity - sales promotion 

2 advertising ^ " a * fer *^ can W - media plan - word-of-mouth 

3 advertising manager - brand-switcher - marketing manager - sales rep 

4 after-sales service - guarantee - optional features - points of sale 

5 brand aWareness - brand loyalty - brand name - brand preference 

6 competitions - coupons - free samples - line-stretching 






7 credit terms - discount - list price - packaging 

8 decline - growth - introduction - product improvement 

9 focus group interviews — internal research — media plan — questionnaire 
10 packaging - place — product — promotion 



2e Case study: Promotional strategies 


Imagine that you. In a team of three or four people, are responsible for promoting 
one of the following: 

• anew, up-market health and fitness club 
anew brand of jeans, manufactured by a new (and therefore unknown) company 
a new, fashionable but inexpensive range of quartz watches 
4 potatoes, to be sold in supermarkets 
a new taxi company in your town 

Decide exactly what your product is, what is special about it, and which tools you 
would use to promote it. Imagine that you have a generous budget, and are thus 
able to employ several different tactics. 

Promotional tools 



















2f Discussion 


HOW MANY Ps? 

Although most marketers talk about the four Ps, one marketing research student has 
suggested that there are in fact eight more. Vivien Keller, an MBA student at Midrand 
University in South Africa, says that a service-orientated economy requires a marketing 

mix that also includes; 

people - not only human resources and customers, but also non-customers: 
marketers need to analyse why they are not buying. 

process - the way in which a product is delivered can be as important as the 
product itself; a customer receiving excellent service with an average product is 
more likely to return than a customer receiving a good product with very bad 
service. 

physical evidence - or the way things look: people expect everything about a 

company to look good, from its premises to its notepaper. 

positioning - situating a product or a brand in relation to others already on the 

market 

profit - the ultimate judge of a company's marketing efforts and the culmination o' 
all the Ps; marketers cannot just focus on finding and fulfilling customers' needs bu: 
must always balance this with contributing to the company's profit. 

Keller's other three Ps concern the need for the whole company to understand and 
practise marketing (see Unit 10 1e). Planning involves ensuring that marketing activities 
are integrated with the rest of the company's activites, which will lead it to formulate tne 
right policies. Finally, probing means developing a marketing information system that is 
continuously searching for relevant inlormation. 

What do you think about this new account of the marketing mix? Are the eight Ps 
suggested by Keller as important as product, place, promotion and price? Or 
wouldn’t they have been suggested if these words didn’t begin with the letter P in 

English? 

Consider again the product you promoted in the case study in 2e. What could the 
marketing department do in relation to the five Ps of people> process, physical 
evidence, positioning and profit? 


























Accounting and 
financial statements 


1 Types of accounting 


la Vocabulary 


Match up the terms on the left with the definitions on the right. 


1 bookkeeping 

2 accounting 

3 managerial accounting 

4 cost accounting 

5 tax accounting 

6 auditing 

7 ‘creative accounting 1 


A calculating an individual’s or a company’s liability 
for tax 

B writing down the details of transactions (debits 
and credits) 

C keeping financial records, recording income and 
expenditure, valuing assets and liabilities, and so on 

D preparing budgets and other financial reports 
necessary for management 

E inspection and evaluation of accounts by a second 
set of accountants 

F using all available accounting procedures and tricks 
to disguise the true financial position of a company 

G working out the unit costs of products, including 
materials, labour and all other expenses 












1b Listening aj» 

You will hear Sarah Brandston, an accountant in New York, talking about 
bookkeeping and tax accounting. Read the following questions, and then 
listen to the interview. 

1 In which fields do most of Sarah Brands tons clients work? 

2 Why do they need an accountant? 

3 What does Sarah Brandston describe as ‘the basic rule for accounting? 

4 An individual can do business as a self-proprietorship. Sarah Brandston 
mentions two other types of business. What are they? 

5 Sarah Brandston says ‘bookkeeping is really a common sense way of keeping 
track of the income and expenses’. What does she mean by common sense 

in relation to recording expenses? 



I Sarah 

Brandston, who 
runs her own 
accounting 
business in New 
York 






Id Discussion 


What particular skills do you think different kinds of accountants need? 

Do you think you possess these skills? {What are your assets and liabilities?) 
If you have yet to choose a career, do you think it could be accountancy? 
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2 Company accounts 

2a Vocabulary 

These are some of the most common terms in accounting. Match them up with 

the definitions below. 

assets liabilities turnover 

depreciation (GB) or amortization (US) 

creditors (GB) or accounts payable (US) 

debtors (GB) or accounts receivable (US) 

overheads (GB) or overhead (US) earnings or income 

shareholders (GB) or stockholders (US) stock (GB) or inventory (US) 

1 a company's owners 

2 the revenues received by a company during a given period, minus the cost of 
sales, operating expenses, and taxes 

3 all the money that a company will have to pay to someone else in the future, 
including taxes, debts, and interest and mortgage payments 

4 the amount of business done by a company over a year 

5 anything owned by a business (cash investments, buildings, machines, and so 
on) that can be used to produce goods or pay liabilities 

6 the reduction in value of a fixed asset during the years it is in use (charged 
against profits) 

7 sums of money owed by customers lor goods or services purchased on credit 

8 sums of money owed to suppliers tor purchases made on credit 

9 (the value of) raw materials, work in progress, and finished products stored 
ready for sale 

10 the various expenses of operating a business that cannot be charged to any one 


product, process or department 
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2b Reading 

Insert the words In the box in 2a in the gaps in the text, 
ACCOUNTING AND FINANCIAL STATEMENTS 


In accounting, it is always assumed that a business is 3 ’going concern’, i.e. that it will continue indefinitely 
into the future - which means that the current market value of its fixed assets is irrelevant, as they are not 


for sale. Consequently, the most common accounting system is historical cost accounting, which records 

(1).at their original purchase price, minus accumulated depreciation charges, in times of 

inflation, this understates the value of appreciating assets such as land, but overstates profits as it does 

not record the replacement cost of plant or (2] ..The value of a business's assets under 

historical cost accounting - purchase price minus (3) ...- is known as its net book value. 

Countries with persistently high inflation often prefer to use current cost or replacement cost accounting, 
which values assets (and related expenses like depreciation) at the price that would have to be paid to 
replace them (or to buy a more modem equivalent) today. 

Company law specifies that (4).must be given certain financial information. Companies 

generally include three financial statements in their annual reports. 

The profit and loss account (GB) or income statement (US) shows (5).— and expenditure. 

It usually gives figures for total sales or (6)., and costs, expenses and (7).The 

first figure should obviously be the highest, i.e. there should be a profit. Part of the profit goes to the 
government in taxation, part is usually distributed to shareholders (stockholders) as a dividend, and part is 
retained by the company. 

The balance sheet shows a company's financial situation on a particular date, generally the last day of 

the financial year. It lists the company's assets, its long-term and short-term (8)., and 

shareholders’ (stockholders') funds. A business's assets include (9)...as it is assumed that 

these will be paid. Companies also have intangible assets, whose value is difficult to quantify or turn into 

cash, such as goodwill, patents, copyrights and trade marks. Liabilities include (10).. as 

these will have to be paid. Long-term liabilities are usually loans and bonds; short-term liabilities include 
accrued or accumulated expenses that have not yet been paid such as taxes and interest. Negative items 
on financial statements, such as creditors, taxation, and dividends paid, are either enclosed in brackets or 
preceded by a minus sign. 

In accordance with the principle of double-entry bookkeeping (that all transactions are entered as a 
credit in one account and as a debit in another), the basic accounting equation is Assets - Liabilities + 
Owners’ (or Shareholders’) Equity. This can be rewritten as Assets - Liabilities-Owners' Equity or Net Assets. 
This includes share capital (money received from the issue of shares), share premium (GB) or paid-in surplus 
[US) (any money realized by selling shares at above their nominal value), and the company's reserves, 
including retained profits from previous years. Shareholders’ equity or net assets are generally less than a 
company's market capitalization (the total value of its shares at any given moment, i.e. the number of 
shares times their market price), because net assets do not record items such as goodwill. 

The third financial statement has various names, including the funds flow statement, source and 
application of funds statement [ GB), and the statement of changes in financial position (US). This shows the 
flow of cash in and out of the business between balance sheet dates. Companies often distinguish between 
operating activities, and financing and investment activities. Sources of funds include trading profits, 
depreciation provisions, sales of assets, borrowing, and the issuing of shares. Applications of funds include 
purchases of fixed or financial assets, payment of dividends, repayment of loans, and - in a bad year - 
trading losses. 




















2c Summarizing 

Complete the following sentences. 

1 Companies record their trxed assets at historical cost because .,. 

2 Historical cost accounting usually underestimates ... 

3 Countries with a regularly high rate of... 

4 Company profits are usually split... 

5 Double-entry bookkeeping requires that... 

6 A company's net assets consist ot ... 

7 A company’s stock market capitalization ... 

8 Flows of cash both in and out of the company ... 


3 Financial statements 


These are the 2000 consolidated financial statements of Nokia* the Finnish mobilf 
telephone manufacturer, established according to International Accounting 
Standards (IAS). (Consolidated means that these statements combine the individual 
figures of all Nokia group companies.) Nokia’s net sales increased by over 50% in 
2000 compared to 1999* as the global mobile phone market continued to grow. 

The statements printed here are slightly shortened, and include some material 
from the notes that accompany the statements in Nokia’s Annual Report. 


There are ten gaps in the three statements below. According to the information in 
the text in 2b, decide where the following headings should appear: 

Accrued expenses Long-term liabilities 

Cash and cash equivalents at beginning of period Costs and expenses 

Net cash from operating activities Income tax Net profit 

Intangible assets Inventories Retained earnings 




Consolidated profit and loss account accordinfl to international 
accounting standards (IAS) 


Financial year ended December 31 

(ODD’s ot euros! 

Net sates 


1 


Operating profit 

Shares of results of associated companies 

Financial income and expenses 
Profit before tax and minority interests 


2 .... ..... 


. i■ ip-- ■ 


Minority interests 


20D0 
EURm 

30,376 
-34,600 

5776 
-16 
102 
5S62 
-1 7B4 

-14D 

1QTFI 


1 999 
EURm 


1 9,772 
■ 15.064 

3908 

-5 

-58 

3845 

-1109 

-79 

OC177 





























































Consolidated balance sheet, IAS 


December 31 


2DOO 


SHAREHOLDERS' EQUITY AND LIABILITIES 

Shareholders' equity 

Share capital 
Share issue premium 
Treasury shares 
Translation differences 

R 

° .... 

1 * J r B ,, j 

Minority shareholders* interests 

7 . 

. F ..... 

“ “ " m». —.|| 

Long-term interest-bearing liabilities 

[Bonds, convertible bonds, pension loans etc • 
Deferred tax liabilities 
Other long-term liabilities 

Current liabi< itres 

Short-term borrowings 

Current portion of long-term loans 

Accounts payable 

Q 

. ..,1, ii.., 

[VAT liabilities, personnel expenses, discounts, etc.) 
Total shareholders' equity and liabilities 


10,808 

882 

1695 

-157 

347 


1999 



EURm 

EURm 

ASSETS 

Fixed assets and other non-current assets 

Property, plant S equipment, investments in other 

6388 

3487 

companies, deferred tax assets, other assets 

4 

4394 

2649 

(Capitalized R&0 costs, intang.bte r lfl his, goodwill, etc.] 

1994 

838 

Current assets 

5 

13.502 

10.792 

fa ..... .. 22R3 

(Raw materials, supply, mork l(1 progress . and g(jod 

1772 

Accounts receivable and pre-paid expenses 

Cash and cash equivalents 

7056 

4861 

Total assets 

4 1 83 

19,890 

4159 

14,279 

December 31 

2000 

EURm 

1999 

EURm 


7378 

279 

1069 

-24 

243 


8641 

5901 

177 

122 

311 

407 

173 

269 

69 

80 

69 

58 

8594 

6372 

1069 

792 

47 

1 

2814 

2202 

4664 

3377 

19,890 

14.279 


f 


Q 4 











































































































Consolidated cash flow statement, IAS 




2000 

1 999 

Financial year ended December 31 

EURm 

EURm 

Cash flow from operating activities 



Operating profit 

5776 

3900 

Adjustments, total 

967 

597 

Operating profit before change in net 



working capital 

6743 

4505 

Change in net working capital 

-1377 

-21 

Cash generated from operations 

5356 

4484 

Interest received 

255 

189 

Interest paid 

55 

-212 

Other financial income and expenses 

-454 

-1 1 3 

Income taxes paid 

-1543 

-1246 

q 

in 1 I I I ■ s. • , r . . H H _ 

- J • * — — — — ■■■■ ii ■ ■ ■ ■ a 

3509 

3102 

Cash flow from investing activities 



Acquisition of Group companies, net of 



acquired cash 

-400 

-178 

Treasury shares acquired 

-160 

-25 

Investments in other shares 

-11 1 

-37 

Additions in capitalized R&D costs 

-393 

-271 

Capital expenditures 

-1580 

-1302 

Proceeds from disposal 1 of shares in Group 



companies net of disposed cash 

4 

27 

Proceeds from sale of other shares 

75 

121 

Proceeds from sale of fixed assets 

221 

31 Q 

Dividends received 

51 

6 

Net cash used in investing activities 

-2293 

-1341 ! 

Cash flow from financing activities 



Share issue 

72 

152 

Capital investment by minority shareholders 

7 

28 | 

Proceeds from and payments of liabilities, 



borrowings, and receivables 

“347 

-1 75 

Dividends paid 

-1004 

-597 

Net cash used in financing activities 

-1272 

-592 

Net increase in cash and cash equivalents 

-56 

1 169 

1 D 

4239 

2990 

Cash and cash equjvafents at end of period 

4183 

4159 
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1 Personal banking 

la Vocabulary 

Match up these terms with the definitions below. 


DC in* 






*w 


1-1,11 I. trr 


uhh card cash dispenser (GB) or ATM (automated teller machine ) (US) 
credit card home banking loan mortgage overdraft 
standing order or direct, debit 

current account (GB) or checking account (US) 
deposit account (GB) or time or notice account (US) 


1 an arrangement by which a customer can withdraw more from a bank account 

than has been deposited in it, up to an agreed limit; interest on the debt is 
calculated daily 

2 a card which guarantees payment lor goods and services purchased by the 
cardholder, who pays back the bank or finance company at a later date 

3 a computerized machine that allows bank customers to withdraw money, check 
their balance, and so on 

4 a fixed sum of money on which interest is paid, lent for a fixed period, and 
usually for a specific purpose 

5 an insti uction to a bank to pay fixed sums of money to certain people or 
organizations at stated times 

6 a loan, usually to buy property, which serves as a security for the loan 

7 a plastic card issued to bank customers for use ill cash dispensers 

8 doing banking transactions by telephone or from ones own personal computer 

9 one that generally pays little or no interest, but allows the holder to withdraw 
his or her cash without any restrictions 

10 one that pays interest, but usually cannot be used for paying cheques (GB) or 
checks (US), and on which notice is often required to withdraw money 




























1b Discussion 

1 Which of the banking facilities listed in la do you use? 

2 What other services do commercial banks offer in your country? | 

3 What changes have there been in personal banking recently? 

4 What further changes do you foresee in the future? 

2 The banking industry 

2a Reading 

Read the text below and write short headings (one or two words) for each paragraph. 
TYPES OF BANK 


1 . ■ 

... 

Commercial or retail banks are businesses that trade in money. They receive and hole i 
deposits, pay money aceordinQ to customers instructions, lend money, offer investmer.I 
advice, exchange foreign currencies, and so or. They make a profit from the difference I 
(known as a spread or a margin) between the interest rates they pay to lenders Of 
depositors and those they charge to borrowers. Banks also create credit, because the 
money they lend, from their deposits, is generally spent (either on goods or services, or to 
settle debts), and in this way transferred to another bank account - often by way of a 
bank transfer or a cheque (check) rather than the use of notes or coins - from where it 
can be lent to another borrower, and so on. When lending money, barkers have to find a 
balance between yield and risk, and between liquidity and different maturities. I 

2 .. . 1 

Investment banks, often called merchant banks in Britain, raise funds tor industry on the I 
various financial markets, finance international trade, issue and underwrite security I 
deal with takeovers and mergers, and issue government bonds. They also generally offer 
stockbroking and portfolio management services to rich corporate and individual clients. 
Investment banks make their profits from the fees and commissions they charge for their 

services. 


In some European countries (notably Germany, Switzerland and Austria) there have 
always been universal banks combining deposit and loan banking with share and bond 
dealing and investment services, but for much of the 20th century, American legislation 
enforced a strict separation between commercial and investment banks. The Glass- 
Steagall Act, passed during the Depression in 1934, prevented commercial banks from 
underwriting securities. This act was repealed in 1999. The Japanese equivalent was 
abolished the previous year, and the banking industry in Britain was also deregulated in 
the 1990s, and financial conglomerates now combine the services previously offered oy 
banks, stockbrokers, and insurance companies. 






































A country's minimum interest rate is usually fixed by the central bank. This is the discount 

rate, at which the central bank makes secured loans to commercial banks. Banks lend to 

blue chip borrowers [very safe large companies) at the base rate or the prime rate aM 

other borrowers pay more, depending on their credit standing (or credit ratinq or 

creditworthiness): the lender's estimation of their present and future solvency. Borrowers 

can usually get a lower interest rate if the loan is secured or guaranteed by some kind of 
asset, known as collateral. 


In most financial centres, there are also branches of lots of foreign banks, largely 

doing Eurocurrency business. A Eurocurrency is any currency held outside its country of 

origin. The first significant Eurocurrency market was for US dollars in Europe, but the 

name is now used for foreign currencies held anywhere in the world (e.g. yen in the US, 

euros in Japan). Since the US$ is the world's most important trading currency - and 

because the US for many years had a huge trade deficit - there is a market of 

nany billions of Eurodollars, including the oil-exporting countries' ‘petrodollars: 

Although a central bank can determine the minimum lending rate for its national 

currency it has no control over foreign currencies. Furthermore, banks are not obliged to 

deposit any of their Eurocurrency assets at 0% interest with the central bank, which 

means that they can usually offer better rates to borrowers and depositors than in the 
home country 


2b Comprehension 

which of the following three paragraphs most accurately and concisely 
summarizes the text, and what is wrong with the others? 

First summary: 

Commercial banks hold customers’ deposits and make loans. Investment banks 
raise funds for industry. Deregulation in Britain and the US has led to the 
creation of financial conglomerates similar to the universal banks that have 
always existed in German-speaking countries. A country’s minimum interest 
rate is usually fixed; banks charge progressively higher rates to less secure 
borrowers. Many banks also do Eurocurrency business - lending foreign 
currencies, notably dollars, at lower rates than in the currencies' home countries. 

Second summitry: 

Commercial banks receive deposits and make loans. Investment banks arrange 

security issues and offer other investment services. Yet the traditional 

distinction between commercial and investment banks has now broken down. 

Domestic interest rates are fixed by central banks. Many banks also have 

branches abroad that do Eurocurrency business, making loans in other 
European currencies. 


I 
















Third summary: 


Commercial banks receive deposits, lend money, and provide other services. 
Merchant and investment banks lend money to industry. British and American 
banks are now joining together in conglomerates. The interest rates that banks 
charge depend on the borrowers’ creditworthiness. European banks also do a 
lot of Eurodollar and petrodollar business, 

2c Vocabulary 

Find the words or expressions in the text in 2a which mean the following, 

1 to place money in a bank; or money placed in a bank 

2 the money used in countries other than ones own 

3 how much money a loan pays, expressed as a percentage 

4 available cash, and how easily other assets can be turned into cash 

5 the date when a loan becomes repayable 

6 to guarantee to buy all the new shares that a company issues, if they cannot be 
sold to the public 

7 when a company buys or acquires another one 

8 when a company combines with another one 

9 buying and selling stocks or shares for clients 

10 taking care of all a client's investments 

11 the ending or relaxing of legal restrictions 

12 a group of companies, operating in different fields, that have joined together 

13 a company considered to be without risk 

14 ability to pay liabilities when they become due 

15 anything that acts as a security or a guarantee for a loan 




2d Vocabulary 

The text in 2a contains a number of common verb-noun partnerships (e.g. to 
lend money, to finance international trade). Match up the verbs and nouns below 
to make common collocations. 


charge 

advice 

do 

bonds 

exchange 

business 

issue 

currencies 

make 

deposits 

offer 

funds 

pay 

interest 

raise 

loans 

receive 

profits 

underwrite 

security issues 
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3 Getting a loan 


Three different groups of inexperienced young business people in a small town 
require capital for their businesses. They all apply to the local branch of 
Mega bank. 

The three groups of would-be borrowers must develop financial arguments 
that they think will convince the bankers. The group preparing the role of the 
bankers has to think of questions about the viability of the future businesses: will 
they be successful, and why? Or why might they not be successful? 


The roles are: 

1 A junior manager (and assistants) at the bank, responsible for new local small 
businesses. To lend or not to lend, that is the question. 

2 A group of young people who want to open a small specialist record shop selling 
CDs of dance music. 

3 A group of young people who want to buy an existing take-away pizza business 
(the lease on the premises, the kitchens, the delivery scooters, and so on). The 
business is profitable, and well-known in the town, with loyal customers. The 
new owners can keep the same telephone number, and either keep or change the 
name. 

4 A group of students who already operate a part-time computing consultancy 
service, advising small businesses on what hardware and software to buy, and 
how to set up a website. They vvant to borrow money to buy more computers for 
themselves, on which to try out elaborate new software programs. 


Your teacher will give you further details about the roles (from the Teacher’s 
Book). You have to prepare your questions or arguments in a group, after which 
one or two members of the groups of borrowers will be chosen to negotiate with 
the bankers. 


Role play 










































Stocks and shares 


1 Issuing stocks and shares 

la Discussion 



000 \ BOND 


de fa*** 


If you possess a large amount of money, what are the advantages and 
disadvantages of the following? 

putting it under the mattress 

buying a lottery ticket 

taking it all to Las Vegas or Monte Carlo 

putting it In a bank 

buying gold 

buying a Van Gogh painting 
investing in property or real estate 
buying bonds 
* buying shares 
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tb Reacting 

Read the following text and answer the 
questions. 

1 Why do people form limited companies? 

2 Why do companies issue shares? 

3 Why do people buy the shares? 

COMPANIES 


Individuals, and groups of people doing 
business as a partnership, have unlimited 
liability for debts, unless they form a limited 
company. If the business does badly and 
cannot pay its debts, any creditor can have 
it declared bankrupt. The unsuccessful 
business people may have to sell nearly all 
their possessions in order to pay their debts. 

This is why most people doing business 

form limited companies. A limited company is a legal entity separate from its owners, and is only liable 
for the amount of capital that has been invested in it. If a limited company goes bankrupt, it is wound up 
and its assets are liquidated (i.e. sold] to pay the debts. If the assets don't cover the liabilities or the debts, 
they remain unpaid. The creditors simply do not get all their money back. 

Most companies begin as private limited companies. Their owners have to put up the capital 
themselves, or borrow from friends or a bank, perhaps a bank specializing in venture capital. The founders 
have to write a Memorandum of Association (GB) or a Certificate of Incorporation (US], which states the 
company's name, its purpose, its registered office or premises, and the amount of authorized share capital. 
They also write Articles of Association (GB) or Bylaws {US], which set out the duties of directors and the 
rights of shareholders (GB) or stockholders (US], They send these documents to the registrar of companies. 

A successful, growing company can apply to a stock exchange to become a public limited company (GB] 
ora listed company (US). Newer and smaller companies usually join ’over-the-counter' markets, such as the 
Alternative Investment Market in London or Nasdaq in New York. Very successful businesses can apply to 
be quoted or listed (i.e. to have their shares traded) on major stock exchanges. Publicly quoted companies 
have to fulfil a large number of requirements, including sending their shareholders an independently- 
audited report every year, containing the year's trading results and a statement of their financial position. 

The act of issuing shares (GB) or stocks (US) for the first time is known as floating a company (making 
a flotation). Companies generally use an investment bank to underwrite the issue, i.e. to guarantee to 
purchase all the securities at an agreed price on a certain day, if they cannot be sold to the public. 

Companies wishing to raise more money for expansion can sometimes issue new shares, which are 
normally offered first to existing shareholders at less than their market price. This is known as a rights 
issue. Companies sometimes also choose to capitalize part of their profit, i.e. turn it into capital, by issuing 
new shares to shareholders instead of paying dividends. This is known as a bonus issue. 

Buying a share gives its holder part of the ownership of a company. Shares generally entitle their owners 
to vote at a company's Annual General Meeting (GB) or Annual Meeting of Stockholders (US), and to receive 
a proportion of distributed profits in the form of a dividend - or to receive part of the company's residual 
value if it goes into liquidation. Shareholders can self their shares on the secondary market at any time, but 
the market price of a share - the price quoted at any given time on the stock exchange, which reflects 
(more or less) how well or badly the company is doing - may differ radically from its nominal value. 


JUST A NORMAL DWATmE N/VnCWS MOSTIMPOlTTANrFINANCIAL INSTITUTION.,. 
































1c Comprehension 

Write questions that could produce the following answers. 

1 They have to send their shareholders a report at the end of every financial vca, 

;ener^tr y ' aUdlted “ ^an anna a,” 

2 “n^r^lZr" WhiCh d ° " 0t t0 ^ ** ^ 

3 It issues new shares, offering them to existing shareholders first. 

tLT/ST 5 “ ^ ShareS *° CXi - ,tin « sharel " "*■ 
5 ^dS“ ^r panies ’ Gencrai Mre,inss and »* 

Id Vocabulary 

I ind words in the text which mean the following. 

1 having a responsibility or an obligation to do something, e.g. to pay a deb, 
a person or organization to whom money is owed (for goods or services 

rendered, or as repayment of a loan) services 

3 to be insolvent: unable to pay debts 

4 ssr by a business ,hat - * - p—goods, w 

5 to sell all the possessions of a bankrupt business 

6 interest and 1“^ W ‘" W else debts, 

nicres i and mortgage payments* etc. ) 

7 to provide money for a company or other project 

8 money invested in a possibly risky new business 

9 the people who begin a new company 

10 tvaj ehotissx and so T”™ ^ b “ “ 0f,ke ' sh °P' "op, facto,,, 

" ‘° guaramce t0 bu ^ an entire "*» issue, if no one else wants it 

a proportion of the annual profits of a limited company, paid to shareholders 

ALTERNATIVE TERMINOLOGY: 

Americans often talk about corporations rather than companies and about an initial 
public offering rather than a flotation. t>3 ‘ 

Another name for stocks and shares is equities , because ail the stocks or shares of a 
company - or al leas, a„ those a panics category - have eq"e 

Two other terms for nominal value are face value and par value. 

other names for a bonus issue are a scrip issue (short for 'subscription certificate'! a„H 
a captation Issue, and in the US, a stock dividend or stock spk 








2 Stock markets 


2a Listening H]») 

Listen to an extract from a midday financial market report on television. The 
newsreader mentions the prices of the following securities, currencies and 
commodities. In each case, does she say that the price has risen, fallen, or stayed 
almost the same? 



Risen 

Fallen 

Unchanged 

Shares in London 




Shares in Frankfurt 




Shares in Paris 




Shares in New York 




The dollar against the euro 




The dollar against the yen 




The euro against the Swiss franc 




The euro against the yen 




Bonds in New York 




Bonds in Frankfurt 




Gold 




_ 





2b Vocabulary 

Rather than endlessly repeating the words 'rose’ and ‘fell’, financial journalists use 
a large number of verbs and phrases to describe the movements of security 
prices. Classify the following sentences, according to whether you think the verb 
or expression means: 

I A to rise after previously falling 
B to rise a little 
C to rise a lot 
D to fall a little 
E to fall a lot 


1 Boeing stocks rocketed after rumours of a forthcoming merger with another 
leading aircraft manufacturer. 

2 The Dow-Jones index crashed after continuing rumours about the Presidents 
health. 

3 Exxon stocks shot up after a new deal to pump Siberian natural gas was 
annoLinced. 

4 The Footsie rallied in London in the afternoon, gaining 30 points in late 
trading. 

5 Grundig shares slipped after the news of boardroom changes. 












































































ml 


6 In Paris, the C AC-40 plummeted, after the unions called for a three-day 
general strike next week. 

7 Leading shares were slightly weaker in Tokyo, the Nikkei losing six points, 

8 Most shares were a little stronger in Milan this morning, when the exchange 
reopened after yesterday’s public holiday. 

9 On the Frankfurt exchange, the DAX index finished slightly firmer, up 12 
points, 

10 Philips shares jumped after the company revealed that it was negotiating a 
new licensing deal with Sony 

11 Procter & Gamble stocks plunged after it was revealed that the company 
had lost over $100 mil] ion as a result of a derivative deal. 

12 Share prices recovered in Hong Kong today, the Hang -Seng finishing up ten 
points. 


2c Vocabulary 

Match up the following words and definitions. 

blue chip defensive stock growth stock insider share-dealing 
institutional investors mutual fund market-maker portfolio 
stockbroker 

1 a company that spreads investors 1 capital over a variety of securities 

2 an investor’s selection of securities 

3 a person who can advise investors and buy and sell shares for them 

4 a stock in a large company or corporation that is considered to be a secure 
investment 

5 a stock - in an industry not much affected by cyclical trends - that offers a good 
return but only a limited chance of a rise or decline in price 

6 a stock - which usually has a high purchasing price and a low current rate of 
return - that is expected to appreciate in capital value 

7 a wholesaler in stocks and shares who deals with brokers 

8 financial organizations such as pension funds and insurance companies which 
own most of the shares of all leading companies (over 60%, and rising) 

9 the use of information not known to the public to make a profit out of buying or 
selling shares 

2d Vocabulary 

There is a logical connection among three of the four words in each of the 

following groups. Which is the odd one out, and why? 

1 annual report - external auditors - financial statements - stockbroker 

2 blue chip - defensive stock - growth stock - rights issue 

3 bonus issue — dividend - over-the-counter — shareholder 

4 creditor - market-maker - shareholder - stockbroker 


























5 debt — equity - share — stock 

6 face value - market value - nominal value - par value 

7 float — liquidation — share issue — underwriter 

8 institutional investor - insurance company - liabilities - pension fund 

9 mutual fund — portfolio — risk — underwriter 

2e Discussion 

Imagine that you have just come from a secret meeting of a company’s hoard of 
directors, which has made a decision that you know will financially ruin a close 
friend of yours unless she can sell some shares before the board’s decision 
becomes known. You are having dinner at her home that same evening. Should 
she expect you to warn her? Should you do so? 

2f Case study: Ethicaf investments 

Imagine that a relative, who knows very little about finance, asks you to invest 
$10,000 for her in a portfolio of investments, but insists that she only wants her 
money invested in ‘wholly ethical companies’. 

Which of the following activities would cause you to rule out a company as a 
possible investment? 

emitting a large quantity of CO? into the atmosphere 

* factory farming 

making donations to political parties 
manufacturing weapons 

marketing powdered baby milk in countries without pure water supplies 

* not recognizing trade unions 

paying low wage levels in developing countries 
producing nuclear energy 

* selling alcohol 
selling tobacco 

relocating production to countries with lower labour costs 
testing cosmetic products on animals 
trading with oppressive regimes 









Bonds 


1 Defining bonds 

ta Reading 

In Tom Wolfe’s novel. The Bonfire of the Vanities , Sherman McCoy is a bond 

ealer in New York. One weekend his six-year-old daughter comes up with a 
question. 



‘Daddy , , , what do you do?' 

‘Well l deal in bunds, sweetheart. I buy them, 1 sell them, 1 —'’ 

'What are bonds? What is deal? 

'Well, honey, bonds are - a bond is - well, let me see, what's the best way 
to explain it to you ... A bond is a way of loaning people money. Let’s say you 
want to build a road, and it's not a little road but a big highway, like the highway 
w r e took up to Maine last summer. Or you want to build a big hospital. Well, that 
requires a lot of money, more money than you could ever gel just by going to a 
hank. So what vou do is, vou issue what are called bonds,’ 

iV m 

‘You build roads and hospitals, Daddy? That’s what you do?' 

‘No, I don't actually build them, sweetheart. I handle the bonds, and the bonds 

arc what make it possible —’ 
l You help build them?’ 

'Well, in a way/ 

'Which ones?’ 

* Which ones?' 

4 You said roads and hospitals/ 
l Well not any one specifically/ 

'The road to Maine?’ 



^ Richard 
Mahoney of the 
New York 
financial serv ices 
company 
J. R Morgan 


(lorn Wolfe: The Bonfire of the Vanities) 

lb Listening ttji) 

Can you explain what bonds are - to an adult rather than a six-year-old? 

If not, listen to Richard Mahoney, a Vice-President with J.P. Morgan and 
Co. in New York. 

l isten to the interview, and answer the following questions. 

1 What is the difference between bonds and stocks, in terms of income and 
repayment? 

2 What are the three types of investor clients mentioned? 

3 Mahoney gives examples of types of investments that generally carry very 
low, moderate, and higher risk. What are they? 

4 What causes bonds to appreciate and depreciate in price? 









1c Vocabulary 

Match up the words or phrases on the left with the corresponding ones on the 
right. 


A the amount of a loan 
B borrowing money 

C date at which the money will be returned 
D fall in interest rates 
E keep their bonds till maturity 
F default 

G profits on the sale of assets 
H providers of funds 
I retirement money 
J rise in interest rates 


1 investors 

2 issuing bonds 

3 principal 

4 maturity 

5 pension funds 

6 buy-and-hold investors 

7 non-payment 

8 price appreciation 

9 price depreciation 
10 capital gains 


Id Discussion 

1 What do you expect to happen to interest rates in your country (or continent) in 
the foreseeable future, and why? 

2 Could you explain bond dealing to a child better than Sherman McCoy? If you 
work in business and have children, you might easily find yourself in the same 
situation as Tom Wolfes character one day. How would you explain the following 
jobs to a six-year-old? 

bond dealer personnel manager 

stockbroker * trade union organizer 

internal auditor market researcher 

2 The uses of bonds 

2a Reacting 

Read the text below and answer the following questions. 

1 Why do most companies use a mixture of debt and equity financing? 

2 Why do governments issue bonds? 


BONDS 


Companies finance most of their activities by way of internally generated cash flows. If 
they need more money they car either sell shares or borrow, usually by issuing bonds. 
More and more companies now issue their own bonds rather than borrow from banks, 
because this is often cheaper: the market may be a better judge of the firm's 
creditworthiness than a bank, i.e. it may lend money at a lower interest rate. This is 
evidently not a good thing for the banks, which now have to lend large amounts of 
money to borrowers that are much less secure than blue chip companies. 

Bond-issuing companies are rated by private ratings companies such as Moody's and 














Standard & Poors, and given an 'investment grade' according to their financial situation 
and performance, AAA being the best, and C the worst, i.e. nearly bankrupt. Obviously, ths 
higher the rating, the lower the interest rate at which a company can borrow. 

Most bonds are bearer certificates, so after being issued (on the primary market), they 
can be traded on the secondary bond market until they mature. Bonds are therefore 
liquid, although of course their price on the secondary market fluctuates according to 
changes in interest rates. Consequently, the majority of bonds on the secondary market 
are traded either above or below par. A bond’s yield at any particular time is thus its 
coupon (the amount of interest it pays) expressed as a percentage of its price on the 
secondary market. 

For companies, the advantage of debt financing over equity financing is that bond 
interest is tax deductible. In other words, a company deducts its interest payments from 
its profits before paying tax, whereas dividends are paid out of already-taxed profts 
Apart from this 'tax shield', it is generally considered to be a sign of good health and 
anticipated higher future profits if a company borrows. On the other hand, increasing 
debt increases financial risk: bond interest has to be paid, even in a year without any 
profits from which to deduct it, and the principal has to be repaid when the debt matures, j 
whereas companies are not obliged to pay dividends or repay share capital. Thus 
companies have a debt-equity ratio that is determined by balancing tax savings against 
the risk of being declared bankrupt by creditors. 1 

Governments, of course, unlike companies, do not have the option of issuing equities 
Consequently they issue bonds when public spending exceeds receipts from income tax, i 
MAT, and so on. Long-term government bonds are known as gilt-edged securities, or I 
simply gilts, in Britain, and Treasury Bonds in the US. The British and American central 
banks also sell and buy short-term (three month) Treasury Bills as a way of regulating the j 
money supply. To reduce the money supply, they sell these bills to commercial banks,arc 
withdraw the cash received from circulation; to increase the money supply they buy therr I 
back, paying with newly created money which is put into circulation in this way. 

2b Comprehension 

In each case, which of the three statements is TRUE? I 

1 Banks' loan portfolios are now generally less secure than 20 years ago 

A because bankers are becoming irresponsible. 1 

B because blue chip companies are becoming irresponsible. I 

C because blue chip companies issue their own bonds, and banks that receive I 

deposits still have to lend money. 

2 Bondholders can I 

A only get their money back when the bond matures. 

B get their money back at any time, I 

C try to get their money back at any time. 

3 If interest rates I 

A rise above a bond’s coupon, the bond will probably sell at above par. I 

B fall below a bond’s coupon, the bond will probably sell at above par. I 

C rise above a bond's coupon, its yield will normally decrease. I 


98 Unit 







4 The fiscal system in most countries makes it advantageous for companies 
A to issue bonds rather than borrow from a bank. 

B to issue stocks or shares rather than bonds as long as they don’t make a loss. 

C to issue bonds rather than stocks or shares as long as they make a profit. 

5 A Governments systematically issue bonds to finance public spending. 

B Governments issue bonds to finance public spending when necessary. 

C Governments or central banks regularly issue bonds to increase the 
money supply. 


2c Vocabulary 


Match up the expressions 


1 equity financing A 

2 debt financing B 

3 bearer certificate C 

4 liquid D 

5 par 

6 coupon E 

7 yield F 

G 


on the left with the definitions on the right. 

a security whose owner is not registered with the issuer 

easily sold (turned into cash) 

the rate of interest paid by a fixed interest security 

the rate of income an investor receives taking into 

account a security’s current price 

issuing bonds 

issuing shares 

nominal or face value (100%) 


2d Listening and discussion: Types of bonds 


Listen to Richard Mahoney again, defining three different types of bonds. 
After listening to the definitions, try to work out: 

1 When would companies be interested in issuing floating rate notes? 

2 When would investors be interested in buying floating rate notes? 

3 When would investors be interested in buying convertible bonds? 

4 Why might companies be interested in issuing convertible bonds? 

5 What kind of investor would be interested in buying junk bonds? 


Bowls 39 














I I he price of 
this coffee was 
probably fixed 
several months 
ago on the 
him res market. 







derivative 


1 Defining futures and derivatives 

la Vocabulary 

Match up the following words and definitions. 


1 futures 

2 options 

3 commodities 

4 derivatives 

5 hedging 

6 speculation 


A contracts giving the right, but not the obligation, to 
buy or sell a security, a currency, or a commodity at a 
fixed price during a certain period of time 

B contracts to buy or sell fixed quantities of a commodity, 
currency, or financial asset at a future date, at a price 
fixed at the time of making the contract 

C a general name for aJ I financial instruments whose price 
depends on the movement of another price 

D buying securities or other assets in the hope of making 
a capital gain by selling them at a higher price (or 
selling them in the hope of buying them back at a 
lower price) 

E making contracts ro buy or sell a commodity or 
financial asset at a pre-arranged price in the future as a 
protection or insurance’ against price changes 

F raw materials or primary products (metals, cereals, 
coffee, etc.) that are traded on special markets 









































1b Reading 

Select ten or eleven of the following words that you would expect to find in an 
introductory text about futures and options. 

assets beer bush call commodities contracts 
copper currencies discount discount store foodstuffs 
hedge liabilities plastic phone raw materials 
shout spot market supermarket tea 

Now read the text, and see if you find the words you selected. 

FUTURES, OPTIONS AND SWAPS 


Futures 

Every weekday,, enormous amounts of commodities, currencies and financial securities 
are traded for immediate delivery at their current price on spot markets. Yet there are also 

( futures markets on which contracts can be made to buy and sell commodities, currencies, 
and various financial assets, at a future date (e.g. three, six or nine months ahead), but 
with the price fixed at the time of the deal. Standardized deals for fixed quantities and 
time periods (e.g. 25 tons of copper to be delivered next June 30) are called futures; 
individual, non-standard, 'over-the-counter' deals between two parties (e.g, 1.7 billion 
yen to be exchanged for dollars on September 15, at a rate set today) are called forward 
contracts. 

I 

Hedging and speculating 

Futures, options and other derivatives exist in order that companies and individuals may 
attempt to diminish the effects of, or profit from, future changes in commodity and asset 
prices, exchange rates, interest rates, and so on. For example, the prices of foodstuffs such 
i as wheat, maize, cocoa, coffee, tea and orange juice are frequently affected by droughts, 
floods and other extreme weather conditions. Consequently many producers and buyers 
of raw materials want to hedge, in order to guarantee next season's prices. When 
commodity prices are expected to rise, future prices are obviously higher than (at a 
premium on) spot prices; when they are expected to fall they are at a discount on spot 
prices. 

In recent years, especially since financial deregulation, exchange rates and interest 
rates have also fluctuated wildly. Many businesses, therefore, want to buy or sell 
currencies at a guaranteed future price. Speculators, anticipating currency appreciations 
or depreciations, or interest rate movements, are also active in currency futures markets, 
such as the London International Financial Futures Exchange (LIFFE, pronounced ‘life 1 ). 

Options 

I As well as currencies and commodities, there is now a huge futures market in stocks and 
shares. One can buy options giving the right - but not the obligation - to buy and sell 
securities at a fixed price in the future. A call option gives the right to buy securities (or 
a currency, or a commodity) at a certain price during a certain period of time. A put option 
gives the right to sell an asset at a certain price during a certain period of time. These 
options allow organizations to hedge their equity investments. 


futures ami derivatives (01 















For example, if you think a share worth 100 will rise, you can buy a call option givhc 
the right to buy at 100, hoping to sell this option, or to buy and resell the share at a profit. 
Alternatively, you can write a put option giving someone else the right to sell the shares 
at TOO: if the market price remains above 100, no one will exercise the option, so you earr 
the premium, 

On the contrary, if you expect the value of a share that you own to fall below its currert 
price of 100, you can buy a put option at 100 (or higher): if the price falls, you can stii 
sell your shares at this price. Alternatively, you could write a call option giving someone 
else the right to buy the share at 100: if the market price of the underlying security 
remains below the option's exercise price or strike price, no one will take up the option 
and you earn the premium. 

Swaps 

Options are merely one type of derivative instrument, based on another underlying price. 
Many companies nowadays also arrange currency swaps and interest rate swaps with 
other companies or financial institutions. For example, a French company that can borrow 
francs at a preferential rate, but which also needs yen, can arrange a swap with a 
Japanese company in the opposite position. Such currency swaps, designed to achieve 
interest rate savings, are of course open to the risk of exchange rate fluctuations. A 
company with a lot of fixed interest debt might choose to exchange some of it foi 
another company s floating rate loans. Whether they save or lose money will depend on 
the movement of interest rates. 

1c Summarizing 

Complete the following sentences. 

1 The difference between futures and forward contracts is ... 

2 Producers and buyers often choose to hedge because ... 

3 Speculators can make money on currency futures if... 

4 It you believe that a share price will rise, possible option strategics include ... 

5 On [he contrary, if you think a share price will fall, possible option strategies 
include ... 

6 The risk with currency and interest rate swaps is that... 

td Vocabulary 

Find words in the text that are in an obvious sense the opposite of the terms 
below. 

appreciate call discount drought 
floating hedging spot market strike price 


2 The dangers of derivatives 


In the 1990s, various companies, local governments and 
financial institutions made spectacular losses with 
derivatives. The most famous was Barings Bank, which 
was bankrupted when a single trader in Singapore lost 
over $1 billion by speculating disastrously on futures and 
options on the Nikkei 225 stock index, which is traded in 
Osaka and Singapore. You will hear an extract from a talk 
by a financial journalist about what companies and banks 
can do to prevent such losses. 

Lillian Chew, originally from Malaysia, was formerly 
editor of Risk magazine in London, and is the author of 
Managing Derivative Risks , 



NOTE: Lillian Chew uses several abbreviations. ‘P&G’ is Procter & Gamble, which lost 

over $100 million on interest rate swaps. ‘P&L’ is short for the profit and loss account. 
The 'SEC is the Securities and Exchange Commission, which regulates American stock 
markets. 'ISDA T is the International Swaps and Derivatives Association. 


2a Listening 0)} 

Listen to the first part of the talk by Lillian Chew, and then decide whether the 
following statements are TRUE or FALSE, according to what she says. 

1 The fault lies with the banks who sell derivatives rather than the buyers. 

2 Companies have lost money with derivatives because they took on risks they 
didn’t understand. 

3 Companies have used derivatives for purposes other than those they were 
designed for. 

4 Companies ought to use the same derivative for both hedging and speculating. 

2b Vocabulary nj» 

Read the following extract from the talk while listening to the second part, and 
then match up the expressions in italics with the definitions or synonyms below. 

If it’s a hedge you manage it passively, you don’t worry too much if rates move 
against you or in your favour. If it’s not a hedge, if it’s to take on, if a derivative is 
used to (1) take on risk , to increase returns , then it requires a more (2) hands-on 
management approach. You need (3) stop-loss limits, you need to conduct 
(4) scenario analysis to see how that transaction behaves under various conditions, 
you need to conduct (5) sensitivity analysis to see ... what market conditions they’re 
most sensitive to. And then you have to judge whether the P&L impact of that 
transaction can be (6) withstood in the firm. Or as in P&G’s case whether cost 
savings generated are worth the (7) open-ended exposure. I think there’s also a need 
lor management to give the front line personnel relevant guidelines for all activities. 









r think the industry realizes that it has to police itself. I think they realize that if 
they don't police themselves the regulators will come on, on them. I think that’s m 
we’ve seen the framework for (8) voluntary oversight from the SEC-registered 
companies as well as ISDA's code of conduct, as well as the Bankers' Trust-Federal 
Reserve sales agreement. I think all these codes of conduct embody the principle 
that (he major risks of a transaction have to be explained to customers, and that 
sensitivity and scenario analysis are offered {9} unsolicited to customers, and that 
these analyses should be done as objectively as possible. 

A a study ot all the potential consequences of a derivative contract 

B a study of the particular market changes which could affect the outcome of a 
derivative contract 

C active, interventionary 

D even if nobody asks for it 

E restrictions on the amount you can lose it the underlying price changes 
F self-regulation by the financial industry 
G speculate 
I I supported 
I unlimited risk 



“A billion is a thousand million? Why wasn't I 

informed of this?” 


2c Comprehension cQ») 

Listen to the third part of the talk and answer these questions. 

1 Lillian Chew says that the image of the derivatives industry has been tarnished or 

damaged, but this is a good thing. Why? 

2 Which of the following does Lillian Chew say? 

A Front line financial managers and derivatives traders must explain derivative 
use to senior management. 

B Senior management must explain derivative use to front line financial 
managers. 

C Senior management alone must determine derivative policy. 

D Senior management and front line managers together must 
determine derivative policy. 



































































2d Discussion 

1 What particular skills do you think financial managers, investment advisers, 
securities traders, and professional speculators need? 

2 Do you think you possess them? Would you be successful in any of these careers? 

3 Do you like taking risks or working under stress? 

4 Would you be prepared to try to sell financial instruments which contained 
potential risks that customers may misunderstand or underestimate? 

2e Reading 

Read the following extract from Liar’s Poker , Michael lewis’s book about his time 
as a bond salesman in a large American investment bank, which explains the 
attraction of options and futures to speculators. 

What is Lewis’s view of European investors? 


Several dozen phone lights flashed continually on our telephone 
hoards. European investors (I shall refer to them as 'investors' or 'cus- 
tomers' even though most of them were pure speculators and the rest 
not-so-pure speculators) wanted to place their bets on the American 
bond market from eight in the morning until eight at night. 

I here was good reason for their eagerness. The American bond 
market was shooting through the roof. Imagine how crowds would 
overwhelm a casino in which everyone who plays wins big, and you'll 
have some idea of what our unit was like in those days. The attraction 
of options and futures, our speciality item, was that they offered both 
liquidity and fantastic leverage. They were a mechanism for gambling 
in the bond markets, like superchips in a casino that represent a 
thousand dollars but cost only three. In fact, there are no superchips in 
casinos; options and futures have no equivalent in the world of 
professional gambling because real casinos would consider the lever¬ 
age they offer imprudent. For a tiny down-payment, a buyer of a futures 
contract takes the same risk as in owning a large number of bonds; in 
a heartbeat he can double or lose his money. 

When it came to speculation, European investors didn't require a 
great deal of encouragement or instruction. They'd been doing crazy 
things with money for centuries. The French and English, in particular, 
shared a weakness for get-rich-quick schemes. 

(Michael Lewis: Liar $ Poker } 

2f Comprehension 

1 What do you think Lewis means when he says of his customers that 'most of 
them were pure speculators and the rest not-so-pure speculators’? 

2 In transactions such as these, what is leverage! 

3 Why is there no equivalent of futures or options In the gambling industry? 
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la Discussion 

Think of some durable consumer goods that your family possesses - perhaps a 
car, a television, a stereo, a camera, a personal computer, a cooker, a fridge, a hair 
dryer, and so on. Think of your casual clothes, especially jea ns and sports shoes. 
Think of toys you had as a child. Think of the brands of food and drink you 
habitually consume, including breakfast cereals, chocolate, tea and instant coffee. 
Think of the products you use to wash yourself and your clothes. 

In each case, do you know whether the company that makes them is one of the 
following? 

the market leader (with the biggest market share) 

the market challenger (the second-biggest company in the industry) 
one of many smaller market followers 


If you buy or have bought products that are not produced by the market leader or 
a well-known market challenger, what is the reason? 

* chance I 

• price I 

because the product has a 'unique selling proposition that appeals to you 

because you need something special, and are part of a particular niche or market 
segment I 

Give examples. 1 








1b Reading 

Read the foUowing text and write short headings for each paragraph. 
MARKET LEADERS, CHALLENGERS AND FOLLOWERS 


In most markets there is a definite market leader: the firm with the largest market share. 
This is often the first company to have entered the field, or at least the first to have 
succeeded in it The market leader is frequently able to lead other firms in the 
introduction of new products, in price changes, in the level or intensity of promotions, 
and so on. 


Market leaders usually want to increase their market share even further, or at least to 
protect their current market share. One way to do this is to try to find ways to increase 
the size of the entire market, Contrary to a common belief, wholly dominating a market, 
or having a monopoly, is seldom an advantage: competitors expand markets and find new 
uses and users for products, which enriches everyone in the field, but the market leader 
more than its competitors. A market can also be expanded by stimulating more usage: for 
example, many households no longer have only one radio or cassette player, but perhaps 
one in each room, one in the car, plus a minidisc player or a Walkman or two. 
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In many markets, there is often also a distinct market challenger, with the second-largest 
market share. In the car hire business, the challenger actually advertises this fact: for 
many years Avis used the slogan 'We're number two. We try harder! Market challengers 
can either attempt to attack the leader, or to increase their market share by attacking 
various market followers. 

4 
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The majority of companies in any industry are merely market followers which present no 
threat to the leader. Many market followers concentrate on market segmentation: finding 
a profitable niche in the market that is not satisfied by other goods or services, and that 
offers growth potential or gives the company a differential advantage because of its 
specific competencies. 


A market follower which does not establish its own niche is in a vulnerable position: if its 
product does not have a ‘unique selling proposition 1 there is no reason for anyone to buy 
it. In fact, in most established industries, there is only room for two or three major 
companies: think of soft drinks, soap and washing powders, jeans, sports shoes, and so 
on, Although small companies are generally flexible, and can quickly respond to market 
conditions, their narrow range of customers causes problematic fluctuations in turnover 
and profit. Furthermore, they are vulnerable in a recession when, largely for psychological 
reasons, distributors, retailers and customers all prefer to buy from big, well-known 
suppliers. 












1c Comprehension ^ 

Which of the following three paragraphs most accurately summarizes the text, 

and what is wrong with the others? 

First summary: 

In most markets there is a definite market leader, with the largest market 
share, which frequently helps other firms to introduce new products. In 
many cases, there is also a market challenger, which wants to replace the 
leader, and various market followers, which seek out particular niches that 
do not interest the leader. Other followers merely imitate the products of 
larger companies, but this is a dangerous strategy during recessions. 

Second summary: 

In most markets there is a leader that strongly influences other firms in the 
introduction of new products, price changes, promotions, and so on. There 
is frequently also a market challenger, with the second-largest market share, 
which can attempt to increase its market share by attacking either the leader 
or some market followers. Market followers often concentrate on profitable 
niche products that are in some way differentiated from the products of 
larger companies. 


Third summary: 

The first company in a particular market nearly always becomes the market 
leader, a position it will try to keep by regularly attacking distinct market 
challengers and followers. Most followers can either concentrate on small 
market segments or niches, or follow the safer strategy of imitating the 
leader’s products. 


Id Vocabulary 

Find words in the text which mean the following. 

1 a company’s sales expressed as a percentage of the total market 

2 short-term tactics designed to stimulate stronger sales of a product 

3 the situation in which there is only one seller of a product 

4 companies offering similar goods or services to the same set of customers 

5 a short and easily memorized phrase used in advertising 

6 the division of a market into submarkets according to the needs or buying 
habits of different groups of potential customers 

7 a small and specific market segment 

8 a factor which makes you superior to competitors in a certain respect 

9 a business’s total sales revenue 

10 a period during which an economy is working below its potential 

















2 Competition 

2a Vocabulary 

Match up these words with the definitions below. 

barriers to entry cartel dominant-firm oligopoly 
economies of scale monopolistic competition 
monopoly monopsony natural monopoly 
oligopoly perfect competition 


..... exists when products are homogeneous, and 

there are a great many firms too small to have any influence on the market 
price, and firms can easily enter and exit the industry. 

A ..is a market in a particular product in which 

a single producer can fix an artificial price. 


3 . 

buyer. 


is the situation in which there is only one 


A .is an industry in which the efficient existence 

of more than one producer is impossible; examples include public utilities such 
as water, gas and electricity, where it would be incf licient to have several 
competing companies laying their own networks of pipes or cables. 

.exists when many producers of slightly 

diflerentiated products are able to sell them at well above their marginal cost. 

^.... is a concentrated market dominated by a 

few large suppliers. This is very frequent in manufacturing because of 
economies of scale and the cost barriers of entering an industry. 

.......arc factors which cause the average cost of 

producing something to fall as output increases. 


... are economic or technical factors that make it 

difficult or impossible for firms to enter a market or compete with existing 
suppliers. 


A ... is one in which a market leader can indicate 

its preferred price to smaller competitors. 

A .is a group of producers or sellers who fix 

prices and quantities in order to avoid competition and increase profits. This is 
illegal in many countries, most notably the USA. 
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2b Comprehension 



Classify the following markets according to whether you think they are examples 
of the following. 


a dominant-firm oligopoly monopolistic competition 

a monopsony an oligopoly perfect competition 


a monopoly 






1 arms and weapons systems 

2 cars (automobiles) 

3 wheat 


4 confectionery (chocolate bars) 

5 mainframe computers 

6 rail transport 
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2c Reading 

Rearrange the following sentences and part-sentences to make up a short text 

about market concentration like this: 

Begin with a paragraph containing arguments both against and in favour of 
monopoly. 

Continue with a paragraph defending or justifying market concentration. 

End with a paragraph arguing that monopolies are always short-lived, and so not a 
problem. 

A According to this position, the government only needs to ensure that there is no 
monopoly over important inputs, because there will never be a monopoly of 
scientific or artistic genius or business ideas. 

B According to this view, market concentration arises naturally from a few successful 
firms growing larger as a result of increased efficiency, innovation, and economies 
of scale in production, distribution, R&D, capital financing, and so on. 

C a counter-argument is that erecting barriers - for example, by process innovation, 
product differentiation, persuasive advertising, or pricing policy - in order to be 
successful and to make competitors Jess successful, is a normal part ot rivalry and 
competition. 

D Although some people argue that any barrier to competition will inevitably lead to 
inefficiency, 

E An example here would be telecommunications. 

F and businesses facing no competition have no incentive to find ways to reduce 
costs. 

G Even the profits made by a natural monopoly will be temporary, because they are 
an incentive lor entrepreneurs to discover and implement new low-cost 
technologies. 

H For example, although entrepreneurs introduce new products and techniques and 
open up new markets, their profits are soon competed away by rivals. 

I it is right that inventors should be granted a temporary monopoly as a reward for 
innovation or discovery. 

f monopolists are always able to make excessive profits, 

K Some people even argue that monopolies are always temporary and consequently 
not a problem. 

L The arguments against market concentration, or at least against monopoly, are 
obvious: 

M The only common argument in favour of monopoly concerns patents: 
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2d Discussion 

Which of these arguments (or sets of arguments) do you find the most persuasive? 


lure and competltimi 


































Takeovers, mergers 
and buyouts 





1 Mergers and acquisitions 

la Vocabulary 

Match up these words with the definitions below. 

backward integration to diversify (diversification) forward integration 
horizontal integration to innovate (innovation) to merge (a merger) 
a mid synergy a takeover hid vertical integration 

1 designing new products and bringing them to the market 

2 to expand into new fields 

3 to unite, combine, amalgamate, integrate or join together 

4 buying another company’s shares on the stock exchange, hoping to persuade 
enough other shareholders to sell to take control of the company 

5 a public offer to a company’s shareholders to buy their shares, at a particular 
price during a particular period, so as to acquire a company 

6 to merge with or take over other firms producing the same type of goods or 
services 

7 joining with firms in other stages of the production or sale of a product 

8 a merger with or the acquisition of one’s suppliers 

9 a merger with or the acquisition of one’s marketing outlets 

ID combined production that is greater than the sum of the separate parts 


































1b Discussion 

Which of the following industries tend to be vertically integrated, either forward 
or backward, or both? 

bicycle manufacturers car (automobile) makers 
electricity and water companies 
food producers furniture manufacturers 
newspapers oil (petrol) companies 
radio and television manufacturers 
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1c Discussion 


Read the 15 sentences below, and classify them under the following three 
headings. {Two sentences probably fall under two categories.) 

A Arguments in favour of mergers or takeovers 
B Arguments against mergers or takeovers 
C The advantages of a raid as compared to a takeover bid 


1 After a hostile takeover, the former top executives will leave or be replaced,so 
ail that remains is the capital equipment. 

2 A larger company will have a stronger position on the market. I 

3 Conglomerates may become unmanageable and fail to achieve synergy 

4 Contrary to a common belief, a company’s optimum market share is rarely 

very large, 9 

5 Diversification dilutes a company’s shared values (such as quality, service, 
innovation, and so on). 

6 Entering new markets with new brands is generally slow, risky and 
expensive. 

7 In many countries, if all the shareholders agree to sell, the bidder is obliged to 
buy 100% of the shares, and cannot stop at 50% plus one. 

8 Individual companies might he more efficient if they didn't have to deal with a 
conglomerate’s central management. 

9 Innovation is expensive and risky, and sometimes more expensive than 
acquiring or merging with other successful innovative firms. 

10 In this case, it is not necessary to pay more than the existing market price. 

11 It may permit the rationalization and optimization of the use of production 
facilities and invested capital, and enable economies of scale. 

12 One can attempt to buy a large quantity of shares through several brokers 
as soon as the market opens, before speculators notice the rising price and 
join in. 

13 Success comes from having a long-term competitive advantage, i.e. producing 
a cheaper or better product than those of competitors, or focusing on a narrow 
market segment. 

14 This is a way for a company to reduce competition. 

15 Traditionally, the best companies have always beaten their competitors rather 
than buying them. 

Which of the arguments in favour o/and against mergers and takeovers do you 

find (a) the most persuasive, and (b) the least persuasive? 








Id Listening it])}) 



l The world’s fi rst 
scanning electron 
microscope, 
produced by Leica 



» Max Pocock, a 
director of Leica in 


Cambridge 


You will hear Max Pocock, a director of the international corporation Leica, 
talking about how it was formed. 


Listen to the first part of the interview, in which Max Pocock talks about the 
history of Cambridge Instruments, and number the following stages in the order 
in which they happened. 


The company Number 

A became insufficiently profitable. 

B developed and manufactured high-tech products. . 

C expanded very quickly. 

D joined together with a German company, 

E manufactured instruments for Cambridge University. . 

F was privatized. 

G was nationalized. 


le Listening flj)) 

Listen to the second part of the interview and answer the following questions. 

1 What reasons does Max Pocock give for describing the merger of Cambridge 
Instruments and Wild-Leitz as ‘very much a partnership of two equals’? 

2 What does he say was the purpose of the merger? 

3 What four reasons does he give for describing the creation of Leica as a success? 
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If Listening flj)) 

Listen to the third part of the interview and answer the following questions. 

1 What reason does Max Pocock give for the technical staff in the two merged 
companies successfully working together from the beginning: 1 

2 What does he say the staff of the two merged companies had previously done but 
now no longer needed to do? 

3 In what areas did people lose their jobs? 

4 What docs Max Pocock say in answer to the final question that suggests there will 
probably be more job losses in the future? 


2 Buyouts 


2a Reading 


Read the following text and underline the arguments in favour of leveraged 
buyouts. 


I Michael 
Douglas in Wall 
Street and 
Richard Gere in 
Pretty Woman, 
playing 

characters who 
buy companies in 
order to strip the 
assets 




LEVERAGED BUYOUTS 

One indication that the people who warn against takeovers might be right is the existence 
of leveraged buyouts. 

In the 1960s, a big wave of takeovers in the US created conglomerates - collections q : 
unrelated businesses combined into a single corporate structure. It later became clear 
5 that many of these conglomerates consisted of too many companies and not enough 
synergy. After the recession of the early 1980s, there were many large companies on he 
US stock market with good earnings but low stock prices. Their assets were worth mere 
than the companies' market value. 

Such conglomerates were clearly not maximizing stockholder value. The individual 
io companies might have been more efficient if liberated from central management 
Consequently, raiders were able to borrow money, buy badly-managed, inefficient anil 
underpriced corporations, and then restructure them, split them up, and resell themat< 
profit. 
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Conventional financial theory argues that stock markets are efficient, meaning that all 
relevant information about companies is built into their share prices. Raiders in the 1980s is 
discovered that this was quite simply untrue. Although the market could understand data 
concerning companies' earnings, it was highly inefficient in valuing assets, including land, 
buildings and pension funds. Asset-stripping - selling off the assets of poorly performing 
or under-valued companies - proved to be highly lucrative. 

Theoretically, there was little risk of making a loss with a buyout, as the debts incurred 20 

were guaranteed by the companies’ assets. The ideal targets for such buyouts were 
companies with huge cash reserves that enabled the buyer to pay the interest on the 
debt, or companies with successful subsidiaries that could be sold to repay the principal, 
or companies in fields that are not sensitive to a recession, such as food and tobacco. 

Takeovers using borrowed money are called 'leveraged buyouts' or 'LBOs'. Leverage 25 
means having a large proportion of debt compared to equity capital. (Where a company 
is bought by its existing managers, we talk of a management buyout or MBO.) Much of 
the money for LBOs was provided by the American investment bank Drexel Burnham 
Lambert, where Michael Milken was able to convince investors that the high returns on 
debt issued by risky enterprises more than compensated for their riskiness, as the rate of 30 
default was lower than might be expected. He created a huge and liquid market of up to 
300 billion dollars for 'junk bonds’. (Milken was later arrested and charged with 98 
different felonies, including a lot of insider dealing, and Drexel Burnham Lambert went 
bankrupt in 1990.) 

Raiders and their supporters argue that the permanent threat of takeovers is a 35 
challenge to company managers and directors to do their jobs better, and that well-run 
businesses that are not undervalued are at little risk. The threat of raids forces companies to 
put capital to productive use. Fat or lazy companies that fail to do this will be taken over 
by raiders who will use assets more efficiently, cut costs, and increase shareholder value. 

2b Summarizing 

Complete the following sentences, which summarize the text above. 

1 The fact that many large conglomerates' assets were worth more than their stock 
market valuation demonstrated that... 

2 Raiders bought conglomerates in order to ... 

3 Raiders showed that the stock market did not... 

4 Raiders were particularly interested in ... 

5 Investors were prepared to lend money to finance LBOs because ... 

6 Raiders argue that the possibility of a buyout ... 

2c Writing 

THE VODAFONE/MANNESMANN TAKEOVER 

In November 1999, the British mobile telecoms company Vodafone-AirTouch 
made a hostile takeover bid for the German conglomerate Mannesmann. Both the 
workers and shareholders of the German company resisted the bid, but finally, 
three months later, a majority of Mannesmann shareholders accepted a higher 
offer and Vodafone took over the German company. 










Read the text about the takeover, and choose one of the three connectors to fill 
each gap. (If necessary, look back at exercise 3b on connectors in Unit 3.) 

1 although / lor example / however 

2 Because / Furthermore / Owing to 

3 Therefore / In other words / Yet 

4 in other words / on the contrary t 
owing to 

5 for instance / on the contrary j thus 

6 Because of / Due to / Moreover 

7 although / however / for instance 

Mannesmann's chairman, Klaus Esser. opposed the Vodafone bid. He insisted that British 
and American style 'predator 1 capitalism had no place in Germany. He pointed out, 

(1)..that no German company had ever made a hostile bid for another 

German company. Germans believed that the permanent threat of a takeover or a buyoi,; 
which exists in America and Britain, is a disincentive to long-term capital investment(2] 

. , many German commentators claimed that workers are at least as 

important as shareholders, and that companies are places where people work rather hr 

assets to be bought and sold. (3) .. Esser's main argument against 

Vodafone was that its offer price of $129 billion was too low. He claimed that the bid did 
not represent good value for shareholders, and that the company had a better strategy 
and future plans than the British mobile phone operator. 1 

Many German business leaders argued that their corporate culture preferred 

consensus: (4) . companies want to please a large majority of ther 

shareholders, not just the few who are looking for a quick profit. Most British 

commentators. (5)......, claimed that the German search for consensus was 

really just a way of resisting change and inevitable global trends. (6)., 

German companies regularly bought foreign ones: in the previous few years. 

(7)..., BMW had bought the British car companies Roils Royce and Rover. 

(8).....many financial analysts considered the original offer price to 

be generous - (9)..too high - Vodafone was obliged to increase it severa 

times. Arbitrageurs succeeded in buying about 10% of Mannesmann's shares in 
the hope of making a quick profit. Esser was very critical of these people. He accepted, 

(10)., that this was the nature of capital markets, and that there w. 

nothing he could do about it. (11)...., 60-70% of Mannesmann shares were 

owned by institutional investors. {12).some of these were German bants, 

most of them were foreign financial institutions. When Vodafone increased its offer price 

sufficiently, several of these investors accepted the bid, often (13).they 

already possessed Vodafone shares. (14).Vodafone was able to acquire 

Mannesmann for $160 bn. 

2d Discussion 

You have read arguments both for and against leveraged buyouts and hostile 
takeovers. Which do you find the most persuasive? Can you think of any further 
arguments either for or against? 


8 Because / Even though / For example 

9 conversely / i.c. / since 

10 although / however / for instance 

11 Due to / Nevertheless / Therefore 

12 Although / Because / Moreover 

13 because / nevertheless / yet 

14 Consequently / Even though / In 
addition to 
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i In the cartoon ‘The Jetsons, Rosie 
the maid is a robot. Will technology 
pur business graduates out of work too? 


Labour market flexibility 

Vocabulary and discussion 



One person’s ‘secure, pensionable job 5 is 
somebody else’s idea of a life of boredom, 
and might suggest to a third person an 
inefficient bureaucracy. One person’s ‘economic 
dynamism’ is somebody else’s economic insecurity. 

And so on. Divide the following words into two categories: 
those which, in general, sound positive, and those which 
sound negative. Then discuss, and justify, your lists. 


computerization 

flexibility 

growth 

public services 

self-employment 

taxes 


decentralization 

free trade 

job-sharing 

rationalization 

stability 

technology 


deregulation 

globalization 

productivity 

restructuring 

structural change 

welfare 


1b Discussion 

Has the rate of unemployment in your country increased or decreased in the past 
10 to 20 years? 

In which economic sectors have jobs disappeared? 

In which economic sectors have jobs been created? 














1c Listening n}j) 

I Kate Barker: ‘The United States has historically 
had a much more flexible market than the 
European Community. In downturns 
employment falls very fast, but in an upturn 
employment rises more quickly.’ 

Kate Barker, formerly the Chief Economic Adviser of the Confederation of 
British Industry, is a member of the Bank of England's Monetary Policy 
Committee. You will hear her talking about the things that will need to change if 
labour markets become increasingly flexible. 

Listen to the first part of the interview and answer the questions. 

1 A ‘flexible labour market’ is one in which 

A workers are able to do a var iety of jobs. 

B it is easy for companies to hire non-permanent staff. 

C workers are free to choose the hours they work. 

2 What is the advantage of a flexible labour market for employers? 

3 What does ‘the more flexible labour market is considered to have encouraged 
inward investment’ mean? 

4 Kate Barker says that three things will have to be rethought or reconsidered if the 
British Labour force is going to remain more flexible. Complete the gaps: 

In particular, the structure of (1).. needs to be revisited 

if you have people moving between employment and unemployment much more 

quickly. The structure of (2)..needs to be revisited 

if you have people no longer working for a long time for the same employer, and 
finally in Britain we tend to have a very high level of owner-occupation - more 

people (3)..., and they borrow a great deal of money 

in order to pay for that. [...] It would be much more logical to have a big 
(4).. if you want to have a very flexible labour market. 

Id Comprehension [Q») 

Listen to the second part of the interview. According to what Kate Barker says, 
which is the correct answer in each case? 

1 In a flexible labour market, such as that in the USA, 

A unemployment falls in a downturn or recession. 

B unemployment rises in a downturn or recession. 

C unemployment regularly increases. 

2 In a flexible labour market, 

A unemployment rises during an economic upturn. 

B temporary employment rises during an economic upturn. 

C permanent employment rises during an economic upturn. 
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3 In a flexible labour market, there are 

A badly-paid workers who have frequent periods of unemployment. 

B well-paid workers who have frequent periods of unemployment. 

C 10% of earners who have frequent periods of unemployment. 

4 Wages are falling 

A because of the deregulation of the labour market. 

B because there is now a kind of‘underclass’ of workers. 

C because of competition from Asian countries. 

1e Listening B]») 

Listen to the third part of the interview and answer these questions. 

1 What are the two measures that Kate Barker suggests governments can take to 
help the long-term unemployed? 

2 What, according to Kate Barker, is a common attitude among employers towards 
long-term unemployed people? 

2 Job security 

2a Vocabulary 

1 Which of the following words mean the same as to employ someone, and which 
mean the same as to dismiss someone? 

appoint engage fire hire lay off 
make redundant sack take on 

2 The words on the left appear in the following article. Match them up with the 

A decreasing the number of permanent employees 

B generally held beliefs (that are probably false) 

C language used to persuade people to believe 
something 

D temporary jobs in companies, arranged by 
employment agencies 

E the central part of something (e.g. a company’s 
workforce) 

F the extent to which a person has skills that 
employers want 

G the fear that you might lose your job 
11 the period of holding a job 
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definitions on the right 

1 job insecurity 

2 tenure 

3 employability 

4 downsizing 

5 agency employment 

6 core 

7 rhetoric 

8 received wisdom 












2b Reading 

Read the article ‘The truth about work, and decide which of the following you 
think was the original sub-title: 

a International Labour Organization report reveals the huge increase of 
temporary work 

b In spite of the rhetoric about job insecurity, people stay in their jobs just as long 
today as they did 10 years ago 
c Employment patterns tend to be counter-cyclical 


The truth about work 


Robert Taylor 

•■r 


The gap between rhetoric and 
reality never seems lo grow any 
narrower when it comes to the 
public discussion of employment. 
c > Politicians and journalists, recruit- 
ment agencies and management 
consultants continue to make the 
flesh creep with talk of the end oi 
the permanent job for liie, the 
10 arrival of flexible laboui markets 
and the emphasis on employ- 
ability in a world of regular job 
changes. 

An impression is given of a 
15 rapid, irreversible transformation 
of the supposed world ot stable, 
long-tenured employment that 
dominated the industrialized 
economies lor the first three 
20 decades after the second world 
war However, much of tins 
received wisdom is wrong. A 
research paper from the 
International Labour Organization 
25 provides evidence to demonstrate 
this. 

The research shows that the 
average length of job tenure 
hardly changed during the 1990s. 
30 in fact it rose slightly to 10.5 
years. As the 1LO report states: In 
contradiction to an assumed 
radical change in the labour 
markets towards less stability and 
35 more numerical flexibility, Lhe 


investigation of job tenure does 
not, in fact, show any universal 
trend towards increased labour 
market instability among the 
40 major industriali/ed countries. ... 
While certain sub-groups of the 
population, such as those with less 
education, experienced less job 
security than in Lhe past, for the 
45 most part these analyses indicate 
there was no systematic change in 
the duration of jobs over lime, 

concludes the 1LO. 

What differences exist in job 
50 tenure between countries seems to 
have less to do with technological 
change or globalization and more 
to do with the ups and downs ot 
the business cycle. ‘Research 
55 shows that flows both in and out 
of employment tend to be counter¬ 
cyclical, so average job tenure is 
declining in upswings and 
increasing in downturns, notes 
60 the ILQ. ‘The decline in job tenure 
observed in recent years may 
mainly reflect the economic 
recovery that has taken place in 
some countries, rather than a 
65 structural shift towards increased 
job instability.’ 

Shorter job tenures can be 
found among university graduates, 
while those with the longest time 
70 in a job have a medium level of 


educational qualifications. People 
working in larger companies are 
more likely lo stay with their 
employer lor a long time. 

75 Downsizing tends to hit junior 
workers most, not the ageing 
core. 

The report found that job 
retention rates stayed remarkably 
80 stable, at least alter the early 
1980s. But the figures mask a 
tendency for younger and older 
workers lo have lower retention 
rates compared with those of 
85 prime age. 

But this is not the end of the 
matter. The report tries to find out 
why so many people believe they 
are living through a period of 
90 exceptional job instability, lhe 
ILO acknowledges that between 
1985 and 1998 we experienced a 
significant net increase in the 
amount of temporary work (lix.ed 
95 term contracts and temporary 
agency employment). But the 
existence of a temporary work 
contract is not necessarily a sign 
of instability. Fixed-term contract 
100 are an important gateway into 
long-term employment. 

So what explains the view that 
we think we are living in an. 
uncertain world of work? It may 
105 be that an involuntary loss of wort 
now' covers the articulate, skilled 
white-collar elites - not just blue* 
collar workers - and they nvM n 
bigger fuss about being made 
no redundant. 


(from the Financial Times ) 
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2c Comprehension 

Underline or highJight the phrases or part-sentences in which the journalist: 

1 states that lots of people are trying to frighten us 

2 describes the common conception ot the labour market in the 1950s, 60s and 
early 70s 

3 concedes that poorly-qualified people are now more likely to lose their jobs 

4 suggests that people choose to change jobs when the economy is working well 

5 contradicts what Kate Barker says about employment and recessions 

6 suggests that increased mobility between jobs could be a sign of an improving 
economy 

7 suggests that workers in small and medium-sized companies are more mobile 

8 suggests that workers in their thirties and forties are less likely to be dismissed 

9 mentions the increase of non-permanent positions 
10 concedes that qualified workers are being dismissed 

2d Discussion 

Although the Financial Times article states that permanent long-tenured 
employment is not ending, it also reveals that less educated workers now have less 
job security, that there has been a significant increase in the amount of 
temporary work, and that articulate and highly qualified white-collar workers, 
particularly older ones, are being made redundant. 

Common suggestions to reduce such unemployment include: 

• decreasing working hours 

• lowering the age of retirement 
job-sharing 

• training programmes 

increasing the number of public sector jobs (i.e. those paid for by national or 
local government) 

What are the arguments for and against these proposals? 

Are you optimistic or pessimistic about your own future? Do you expect the 
qualification you are currently studying for to get you a permanent job? 

Do you see any areas in which a large number of jobs might realistically be 
created? Or any other solutions to the currently existing high rates of 
unemployment and temporary work? 
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Business ethics 


1 The social responsibility of business 


la Discussion 
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Companies have an 
obligation to maximise 
profirs because shareholders] 
expect the maximum return 
on their invfiStments. 
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have to 
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conventional sfan- 
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You should 
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the law. 
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Suppliers, its customers: 
its employees,™ 
focal community 
and soaetY in 
qeneral as well 
5 as to its 
Shareholders, 
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" Latin expression meaning ‘let the buyer bewart’ 

Which of the views expressed in the illustration do you agree with? 








































































































1b Reading 

Four of the views expressed opposite are referred to in the following text. Which 
are they? 

PROFITS AND SOCIAL RESPONSIBILITY 


In the 1920s, many large American corporations began, on a wide scale, to establish pension 
funds, employee stock ownership, life insurance schemes, unemployment compensation funds, 
limitations on working hours, and high wages. They built houses, churches, schools and libraries, 
provided medical and legal services, and gave money to charities. Since this is fairly surprising 
behaviour for business corporations, there must be a good explanation, 

In The Generous Corporation, Neil J. Mitchell argues that the reason for many of these actions, 
most of which clearly did not bring immediate cash benefits, was that large corporations had a 
legitimacy problem. The existence of large corporations showed the classical economic theory of 
perfect competition to be inadequate. Consequently large corporations introduced 'welfare 
capitalism’ as a way of creating favourable public opinion. Rational capitalists, starting with 
Henry Ford, also realized that a better paid work force would be more loyal, and would be able to 
buy more goods and services, and that a better educated work force would be a more efficient one. 

Of course, pure free market theorists disapprove of welfare capitalism, and all actions inspired 
by 'social responsibility 1 rather than the attempt to maximize profits. Since the benefits of such 
initiatives are not confined to those who bear the costs, Milton Friedman has criticized them for 
being unbusinesslike, and for threatening the survival not only of individual corporations but aiso 
the general vitality of capitalism. In a newspaper article titled The social responsibility of business 
is to increase its profits’, he argued that: 

In a free enterprise, private-property system, a corporate executive is an employee of the 
owners of the business. He has direct responsibility to his employers. That responsibility is to 
conduct the business in accordance with their desires, which generally will be to make as 
much money as possible, while of course conforming to the basic rules of the society, both 
those embodied in law and those embodied in ethical custom. 

Thus executives should not make expenditures on reducing pollution beyond the amount that 
is required by law or that is in the best interest of the firm. Nor should they deliberately hire less- 
qualified, long-term unemployed workers, or workers from ethnic minorities suffering from 
discrimination. To do so is to be guilty of spending the stockholders' (or the customers' or the 
employees') money. Friedman does not consider the possibility that stockholders might prefer to 
receive lower dividends but live in a society with less pollution or less unemployment and fewer 
social problems. 

An alternative view to the stockholder model exemplified by Friedman’s article is the 
stakeholder model, outlined, for example, in John Kenneth Galbraith's book, The New Industrial 
State. According to this approach, business managers have responsibilities to all the groups of 
people with a stake in or an interest in or a claim on the firm. These will include suppliers, 
customers, employees, and the local community, as well as the stockholders. A firm which is 
managed for the benefit of all its stakeholders, will not, for example, pollute the area around its 
factories, or close down a factory employing several hundred people in a small town with no 
other significant employers, and relocate production elsewhere in order to make small financial 
savings. Proponents of the stakeholder approach suggest that suppliers, customers, employees, 
and members of the local community should be strongly represented on a company's board of 
directors, 















tc Comprehension 

Write questions, relating to the text, to which these could he the answers. I 

1 According to Mitchell, in order to generate favourable public opinion. I 

2 So that the workers will probably be more loyal to the company, and will have I 

more money to spend on products made by the firm and others. I 

3 Because he believes such behaviour to be unbusinesslike, and therefore dangerous, | 

for the company, and for capitalism in general. I 

4 According to Friedman, generally to receive as big a dividend as possible. I 

5 According to ; ’riedman, only the country's laws and ethical customs. I 

6 Less pollution, or lower unemployment, for example. I 

7 Anyone who has a claim on or an interest in a firm, such as suppliers, customers I 
and employees. 

Id Vocabulary 

Find words or expressions in the text which mean the following. 

1 institutions or organizations that provide help for people in need 

2 acceptability, according to law or public opinion 

3 the situation when there are a large number of sellers and buyers, freedom to 
enter and leave markets, a complete flow of information, and so on 

4 a condition of general well-being (and government spending designed to 
achieve this) 

5 menacing, endangering 

6 liveliness, health, energy, strength 

7 an economic system in which anyone can attempt to raise capital, form a 
business, and offer goods or services 

8 complying with or following (rules, etc.) 

9 expressed, given a material form 

10 supporters, people who argue in favour of something 

2 Ethics and the law 

2a Discussion 

Milton Fnedman, while dismissing the notion of 'social responsibility’, still argues 
that a business must conform to the basic rules of society. In your opinion, do the 
following activities, several of which are not illegal, conform to the basic rules of 
society, or not? 

1 Bribing corrupt foreign officials in order to win foreign orders, on the grounds that 
where bribery is a way of life, you have no alternative if you want to win a contract. 

2 Industrial espionage - spying on competitors’ R&D departments with concealed 
cameras and microphones, bribing their employees, etc. - rather than doing your 
own expensive research and development. 













3 Selling supposedly durable goods with 'built-in obsolescence’ i.e. which you 
know will not last more than a few years. 

4 Spending money on lobbying, i.e. trying to persuade politicians to pass laws 
favourable to your part icular industry. 

3 Telling only half the truth in advertisements, or exaggerating a great deal, or 
keeping quiet about the bad aspects of a product. 

6 Undertaking ‘profit smoothing’ i.e. using all the techniques of‘creative 
accounting 1 to hide big variations in profit figures from year to year, and 
threatening to replace the auditors if they object. 

7 ‘Whistle blowing’, i.e. revealing confidential information to the police or to a 
newspaper, e.g. that a company is breaking health and safety regulations and 
therefore putting people’s lives in danger, or illegally selling arms to foreign 
dictators. 
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1 What are governments for? 


Discussion 


Some people argue that governments have too much 
power, that they interfere with ‘market forces’, and 
that too much regulation is bad for business. 


The role of 
government 


Do you believe that there is too much or too little government in your country, 
that there are unnecessary Laws, or not enough laws? For example, do you think 
that any of the following tasks should not be undertaken or regulated by the 
government, but should be left to the private sector and the market system? 


1 





education 
health care 
housing 

working conditions (working 

hours, child labour, minimum wages, and so on) 

social security {unemployment and sickness benefits, old age pensions) 
defence (the armed services - army, navy, airforce) 
the police, the justice system, prisons, and so on 
public transport (trains, buses, and so on) 

traffic regulations (the driving test, speed limits, seat belts, the alcohol limit, 
parking restrictions, the size and weight of’lorffes and trucks, the safety of cars, and 
so on) 


health, safety, and cleanliness regulations (concerning factories, shops, restaurants, 
food, medicines, the disposal of chemical and nuclear waste, and so on) 

the sale of alcohol, drugs, guns, and so on 

the press, broadcasting, the arts, entertainment, and the freedom of expression 
(concerning sex, violence, blasphemy, politics, and so on) 

Now classify the tasks you consider to be governmental responsibilities in order 
of importance, adding any further areas that are not listed here. 


















































2 Two views of the role of government 


Here are the opinions of two well-known North American economists about the 
role of the government or the state. 


2a Reading 

The first is an extract from a talk by J. K. Galbraith. Read the text and answer this 
question: 

What areas does Galbraith describe as responsibilities of the state that were not 
in the list in t ? 


i 

1 

a 


■ 


’K 






25 


The good society accepts the basic market 
system and its managers, but there are 
some things the market system does not do 
either well or badly- In the good sot . 

5 these are the responsibility of the state. 

Some areas of state action are evident. In no 
country docs the market system provide good 
low-cost housing. This is a matter of pnnw 
importance and must everywhere be a public 
10 responsibility- Few things are more visibly at 
odds with the good society than badly housed 

or homeless people. ..... • 

Health care is also a public responsibility in 

all civilized lands. No one can be assigned to 
15 illness or death because of poverty. Here 
Britain can proudly point to its leadership. 

The stale has many other essential (unc¬ 
tions. It must also be borne in mind that many 
of these - parks and recreational tutilities. 
20 police, libraries, the arts, others - are imore 
needed by the underclass than by the uffluc . 


Those who attack Lhc services of the state arc 
usually those who can afford to provide sum- 

lar services tor themselves. 

In the good society, there must also be 

attention to a range of activities that are 
beyond the time horizons of the markc 
economy. This is true in the sciences, no 

excluding medical research. The market 

■■ ^ f rtr eoiuitvpl v short-run fU.urn. 

30 system invests lor relatively snun 

To support science is pre-eminently the 

responsibility of the state. 

Some of the truly important industrial 

achievements of recent generations - the great 

35 improvements m agricultural productivity, 

modern air transport, advanced electronics 

have depended heavily on such public 

investment. Necessary also - a matter we are 

beginning reluctantly to recognize - is mvest- 

40 ment and regulation in the longer-run interest 

0 f (he environment. The good society protects 

and improves life in its planetary dimension. 


(From New Statesman and Society) 


2b Comprehension 

1 What does Galbraith say about people who criticize government services? 

2 Why, according to Galbraith, is the market system not sufficient to guarantee 
scientific research? 

3 According to what you have read here, how would you characterize Galbraith's 
politics? 
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2c Vocabulary ^ 

Find words or expressions in the text which mean the following. 

1 obvious 

2 inexpensive 

3 inconsistent with or contrary to 

4 bad health 

5 remembered (or not forgotten) 

2d Reading 

Here is an extract from Milton and Rose Friedman’s book Free to Choose. Re ad 

the text and answer this question: 

What is the Friedmans’ opinion of the activities of the US government? 

Though the United States has not adopted central economic planning, we have gone 
very far in ihe past 50 years in expanding the role of government in the economy. That 
intervention has been costly in economic terms. The limitations imposed on our 
economic freedom threaten to bring two centuries of economic progress to an end. 

5 Intervention has also been costly in political terms. It has greatly limited our human 
freedom. [...] 

An essential part of economic freedom is freedom to choose how to use our income: 
how much to spend on ourselves and on what items; how much to save and in what form; 
how much to give away and to whom. Currently, more than 40% of our income is 
10 disposed of on our behalf hv government af federal, state and local levels combined. |,.. | 

As consumers, we art 1 not even free to choose how to spend that pan of our income 
that is left alter taxes. We are not free to huv cyclamatcs or laetrile, and soon, perhaps, 
saccharin. Our physician is not free to prescribe many drugs for us that he may regard 
as the most effective for our ailments, even though the drugs may be widely available 
15 abroad. We are not free to huv an automobile without seat belts. [.,.] 

Another essential part of economic freedom is freedom to use the resources wc 
possess in accordance with our own values - freedom to enter any occupation, engage 
in any business enterprise, buy from or sell to anyone else, so long as we do so on a 
strictly voluntary basis and do not resort to force in ol der to coerce others, 

20 Today you are not free to offer your services as a lawyer, a physician, a dentist, a 
plumber, a barber, a mortician, or engage in a host of other occupations, without first 
getting a permit or licence from a government official. You are not free to work 
overtime at terms mutually agreeable to you and your employer, unless the terms 
conform to rules and regulations laid down by a government official, 

25 You arc not free to set up a bank, go into the taxicab business, or the business of 
selling electricity or a telephone service* or running a railroad, busline, or airline, 
without first receiving permission from a government official. [**.] 

Freedom cannot be absolute. We do live in an interdependent society. Some 
restrictions on our freedom are necessary to avoid other, still worse* restrictions. 

30 However, we have gone far beyond that point. The urgent need today is to eliminate I 
restrictions, not add to them. 


6 poor or unemployed people 

7 rich or wealthy people 

8 successes 

9 unwillingly, not eagerly 
10 global or worldwide 


130 Umt 22 


(Milton and Rose Friedman: Free to Choose) 









2e Comprehension 


1 In which sentence do the Friedmans criticize taxation? 

2 What do they say about road safety legislation? 

3 What is the only restriction they believe to be necessary regarding professional 
occupations, business and trade? 

4 What do they say about the law regarding, for example, doctors and dentists? 

5 What is their objection to the law regarding labour contracts? 

6 According to what you have read here, how would you characterize the 
Friedmans’ politics? 

2f Vocabulary 

Match up the words on the left with the definitions on the right. 

1 costly 

2 disposed of 

3 on our behalf 

4 a physician 

5 ailments 

6 to resort to force 

7 to coerce 

8 a mortician 

9 a plumber 

10 a host of 


A a large number of 
B a medical doctor 
C expensive 
D done for us 
E (non-serious) illnesses 
F someone who arranges funerals 
G someone who fixes water pipes 
H spent, used or consumed 
I to use violence 

J to compel people to do something against their will 


2g Discussion 

Do you agree with Milton and Rose Friedman, concerning any of the specific 
examples they give of government legislation? 

Do the Friedmans specifically oppose any of Galbraith’s arguments in 2a? 

Has reading Galbraith or the Friedmans caused you to alter your opinion about 
the government in your country (or in the USA)? 


Do you see government as a necessary institution spending taxpayers’ money in 
an enlightened way, or as a powerful institution limiting your freedom? Or 
somewhere in between? 


3 Government and industry 

You will hear an interview with Julian Amey> who was 
formerly one of a hundred export promoters working for 
the British government in the Department of Trade and 
Industry, often abbreviated to the DTL 



I Julian Amey, 
helping small 
companies to 
export their 
goods and 
services 
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3a Discussion 



Before you listen to the interview, answer the following question: 

What do you think is — or should be — the role of a government department of 
trade and industry? 

3b Listening Qj)} 

Now listen to the first part of the interview and then answer these questions. 


1 

2 


3 

4 

5 


What are the important areas of the DTI’s work in Britain, unrelated to the 
development of foreign trade, but concerning (a) industry, and (b) markets? 

Which of the following does Julian Amey say? 

A For the last three years, the government has offered no help to industry. 

R Government help should be based on what industry asks ton 

ir 

C Since companies require help from the government, they must do what the 
government says. 

' 

D The government should provide whatever help industry asks for. 

What is the DTLs most important area of activity, and for whom? 

What services can the DTI offer to British companies hoping to export goods or 
services (a) in Britain, and (b) in the foreign country (or market)? 

Look at the following words and expressions, and then listen to the first part of 
the interview again, and write down the words and expressions used in the 
interview that mean nearly the same. 


1 most important 

2 right, correct 

3 matched with, fitted to, suited to 

4 targeting 


5 to attack’, to try to do business 

6 people hired to sell a company’s 
product in a particular market 

7 means or facilities 


3c Listening n]») 


In the second part of the interview, Julian Amey gives a specific example of the 
government helping a company to enter a new export market. Listen to it once, 
and then listen a second time and fill in the gaps in the paragraph below. 

Last year we had a company, actually based in Northern Ireland, which wanted to 

get into the Latin American market, and they had no (1}..... in the 

area. They first of all attended a (2)...that we ran in Belfast where 

we (3)..industry on the new economic and political situation in 

Latin America. They decided then that they wanted to visit the markets and so they 

were able to join a (4).which we supported by giving grants, 

that’s to say a travel and (5) .grant which makes it obviously 

more (6)..for a company to enter the market, ’[’hey went out to 

the market, found immediately a company that wanted their product and were able 

m (7).-.a million dollar order on that first visit and from that visit 

they then (8) ....a local representative who is busy developing their 

market, so that was quite a nice example. 
























Central banking, money 
and taxation 


| ! 


1 Central banking 

Gabriel Mangano is an economics 
research student, specializing in 
monetary policy. You will hear him 
outlining the functions of a central 
bank, and discussing whether it 
should be independent from the 
government, and run by bankers, or 
under the control of the government. 


la Listening K})> 

Listen to the first part of the interview, about the functions of a central bank, and 
fill in the gaps. 

Ihe first one is actually to implement monetary policy. There are roughly three 

ways to do it. First (la)... which means 

limiting, upwards or downwards, the fluctuations of the interest rate. The second 

way to implement monetary policy is simply (lb) ................... 

.- coins, banknotes. The third one, which is a bit more modern, is 

those (1c)......., which are simply buying 

and selling government bonds to and from commercial banks. 

So that was the first main task of a central bank. The second one is 
(2)..... .., I would say. [...] 

Third main task, yes, (3)..... l would say 

- make sure that the commercial banks have enough liquidities, for instance, to 
avoid any bank run. [...} 

The fourth main task of the central bank would be to (4). 

.., in case, actually, one of these commercial banks goes bankrupt 

and the investors, the people putting money in the bank, have to get back their 
money. 



1b Vocabulary 

Read the six sentences below, which also summarize central banking functions, 
but slightly differently, and match them up with the six expressions you have 
written in la. 



I Gabriel 
Mangano, a 
firm believer in 
central bank 
independence 




A controlling the amount of banknotes in circulation 

B establishing maximum and minimum lending rates, thereby controlling the 
credit system 

J 

































I 


C ensuring that banks have a sufficient liquidity ratio to allow customers to 
withdraw their deposits when they want 

O intervening on foreign exchange markets, buying or selling large amounts of the 
national currency, to prevent major fluctuations 

F. lending money to a commercial bank in danger of going bankrupt 

F selling government bonds to commercial banks or buying them back, in order to 
alter the amount of credit the banks can offer (and thereby alter the money 
supply) 

1c Listening H]»} 

Listen to the second part of the interview and answer the following question. 

What is Gabriel Manga nos opinion concerning central bank independence, 
and why? 

After listening once, look at the following statements. Listen to the extract again, 
and decide whether the statements are TRU E or FALSE. Correct them if they are 
false. 

1 Gabriel Mangano says that governments tend to increase the money supply in the 
months bclore an election, which helps reduce unemployment. 

2 Mangano says that the centra! bank should be the branch of the government that 
implements monetary policy. 

3 Mangano says that the central bank should be the branch of the government that 
implements budgetary policy. 

4 Mangano suggests that governments always have a budget deficit. 

5 Mangano says that the US Federal Reserve is not concerned with price stability. 

6 Mangano says that there should be a limit to the central bank’s independence. 

Id Discussion 

Does (or would) the government in your country exploit the ‘political business 
cycle’ by increasing the money supply or government spending, or lowering taxes, 
in order to increase economic activity in the months before an election, despite 
the long-term inflationary consequences? 

Do you agree that central banks should be controlled by (unelected) bankers 
rather than by elected governments - which will often do everything possible to 
get re-elected? 

Do you agree that price stability (i.e. keeping inflation low) is more important 
than other economic aims, such as attempting to reduce unemployment? 


134 Unit 23 








2 Taxation 

2a Discussion 


► Benjamin Franklin, who wrote 
that‘In this world nothing can be 
said to be certain except death 
and taxes!' 

The last sum of money you received had probably already been taxed, or will be 
liable to taxation, depending on which country you are in. Similarly, the last sum 
of money you spent probably included a percentage of tax. 

Make a list of all the different types of taxes you can think of. If you do not know 
the actual names, try to describe the different taxes, e.g. 'Tax you pay if you 
import something from another continent’, and so on. 

The following pictures might help you: 






A 


Goods 1 
to declare 



' Nothing to 1 
^ declare 1 





oney 


and taxation 
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You will find the usual names of the taxes you have just described in the exercise 
which follows. 




























2b Vocabulary 

Which terms do the following sentences define? 

1 The tax people pay on their wages and salaries is called 

A capital transfer tax B income tax C wealth tax 

2 A tax on wages and salaries or on company profits is a/an 

A direct tax B indirect tax C value-added tax 

3 A tax levied at a higher rate on higher incomes is called a 

A progressive tax B regressive tax C wealth tax 

4 A tax paid on property, sales transactions, imports, and so on is a/an 

A direct tax B indirect tax C value-added tax 

5 A tax collected at each stage of production, excluding the already-taxed costs 
from previous stages, is called a/an 

A added-value tax B sales tax C value-added tax 

6 Profits made by selling assets arc generally liable to a 

A capital gains tax B capital transfer tax C wealth tax 

7 Gifts and inheritances over a certain value are often liable to a 

A capital gains tax B capital transfer tax C wealth tax 

8 The annual tax imposed on people’s fortunes (in some countries) is a/an 

A added-value tax B capital gains tax C wealth tax 

9 Making false declarations to the tax authorities is called 

A fiscal policy B tax avoidance C tax evasion 

10 Reducing the amount of tax you pay to a legal minimum is called 
A creative accounting B tax avoidance C tax evasion 

2c Reading 

Read the text and decide which paragraphs could be given the following headings. 

....— Advantages and disadvantages of different tax systems 

. Avoiding tax on profits 

.. Avoiding tax on salaries 

. Tax evasion 

. The functions of taxation 

TAXATION (AND HOW TO AVOID IT!) 

A The primary function of taxation is, of course, to raise revenue to finance government 
expenditure, but taxes can also have other purposes. Indirect excise duties, for 
example, can be designed to dissuade people from smoking, drinking alcohol, and so 
on. Governments can also encourage capital investment by permitting various 
methods of accelerated depredation accounting that allow companies to deduct more 
of the cost of investments from their profits, and consequently reduce their tax oills. 
B I here is always a lot of debate as to the fairness of tax systems. Business profits, for 
example, are generally taxed twice: companies pay tax on their profits (corporation tsx 
in Britain, income tax in the USA), and shareholders pay income tax on dividends 



















Income taxes in most countries are progressive, and are one of the ways in which 
governments can redistribute wealth. The problem with progressive taxes is that the 
marginal rate - the tax people pay on any additional income - is always high, which 
is generally a disincentive to both working and investing. On the other hand, most 
sales taxes are slightly regressive, because poorer people need to spend a larger 
proportion of their income on consumption than the rich. 

C The higher the tax rates, the more people are tempted to cheat, but there is a 
substantial 'black' or 'underground' economy nearly everywhere. In Italy, for example, 
self-employed people - whose income is more difficult to control than that of 
company employees - account for more than half of national income. Lots of people 
also have undeclared, part-time evening jobs (some people call this 'moonlighting') 
with small and medium-sized family firms, on which no one pays any tax or national 
insurance. In 1986, the Director of the Italian National Institute of Statistics calculated 
the size of the underground economy, and added 16.7% to Italy's gross national 
product (GNP) figure, and then claimed that Italy had overtaken Britain to become the 
world's fifth largest economy. 

D To reduce income tax liability, some employers give highly-paid employees lots of 
perks or benefits instead of taxable money, such as company cars, free health 
insurance, and subsidized lunches. Legal ways of avoiding tax, such as these, are 
known as loopholes in tax laws. Life insurance policies, pension plans and other 
investments by which individuals can postpone the payment of tax, are known as tax 
shelters. Donations to charities that can be subtracted from the income on which tax 
is calculated are described as tax-deductible. 

E Companies have a variety of ways of avoiding tax on profits. They can bring forward 
capital expenditure (on new factories, machines, and so on) so that at the end of the 
year all the profits have been used up; this is known as making a tax loss. Multinational 
companies often set up their head offices in countries such as Liechtenstein, Monaco, 
the Cayman Islands, and the Bahamas, where taxes are low; such countries are known 
as tax havens. Criminal organizations, meanwhile, tend to pass money through a series 
of companies in very complicated transactions in order to disguise its origin from tax 
inspectors - and the police; this Is known as laundering money or money laundering. 


2d Comprehension 

According to the text, are the following statements TRUE or FALSE? 

1 Taxes can Lie designed both to discourage and to encourage spending, 

2 The same amount of money can be taxed more than once. 

•f 

3 Progressive taxes may discourage people from working extra hours. 

4 Sales taxes are unfair because poor people spend more than the rich. 

5 The Italian government knows that about one seventh of national income 
escapes taxation. 

6 ‘Loopholes’ are a common form of lax evasion. 

7 If you pay a lot of your income into a pension fund or a life insurance policy you 
never have to pay tax on it. 

8 A company that makes an unusually large profit during a tax year might quickly 
decide to spend it, ior example, on a new factory or equipment. 










2e Vocabulary 

Find words in the text that mean the following. 

1 reducing the value of a fixed asset* by charging it against profits 

2 something which discourages an action 

3 an adjective describing a tax that is proportionally higher for people with 
less money 

4 spending money to buy things, rather than saving it 

5 working for yourself, being your own boss 

6 a tax on incomes that pays for sickness benefit, unemployment benefit, 
and old-age pensions 

7 non-fmancial benefits or advantages of a job 

8 a way to delay the payment of tax to a later time 

9 an adjective describing expenditures that can be taken away from taxable 
income or profits 

10 a country offering very low tax rates to foreign businesses 

2f Discussion 

Read the following statements concerning taxation and government spending. 
Which of them are in favour, and which against? Which do you agree with? 



"Even my childhood dreams were of tax cuts. 


A// businesses 
require roads to allow staff, 
supplies and customers to 
get to them. 

^^^Awealth tax taxes 
money that has already been taxed 
before, perhaps many times f and is 
therefore unethical 



As Adam Smith wrote. 

The subjects of every state ought to 
contribute toward the support of the 
government In proportion to their respective 
abilities; that is, in proportion to the revenue 
which they respectively enjoy under the 
protection of the state! - ' 
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Buelne&s Investments 
should he fully tax-deductible in the 
year that they are incurred, not 
amortized or depreciated over an 
extended period of time* 


Redistributive 
taxation is, quite 
simply, theft* 


If the general 

6 X population is unheaithyt and 
unable to work , firms won’t find 
either enough staff 
or customers. 



income tax creates a 
bias against all income- 
generating activity, which makes 
everyone poorer 


8 


People will stay 
away from retail outlets in 
areas of environmental damage 
or urban decay 


it isn't 

people who are taxed 
but productive 
activities* 


£ 

} 


10 




Widespread poverty \ 
always leads to crime* 



13 


12 ....How would 

/ companies get qualified staff 
without the public education 



Some people are bom intelligent 
and others stupid. Some peopte are 
beautiful and others ugly. Why shouldn’t 
some people be born rich? 



14 Taxes take a way 

people’s hard-earned private 
property and so should 
be kept as low as 
possible. 



15 ^ Society creates the 

/conditions under which financial success/ , Taxing savings and 

( is possible, and it therefore has a rightful ) capital gains encourages 

share of that success, in the J ( consumption and reduces capital 

accumulation and therefore reduces 

everyone's future prosperity. 

2g Writing 

Working in pairs, prepare a brief talk or a written report giving arguments BOTH 
in defence of and against taxation and government spending. You can use your 
own opinions as well as those above. 

Link your arguments and examples with some of the following words and 
phrases (see Unit 19, exercise 2c): 


because furthermore on the contrary consequently 
on the other hand even though i,e, (that is) since 
in other words therefore for instance nevertheless 


however 
for example 
yet 


Cemrsl barring. money ami taxation 
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Exchange rates 


1 From fixed to floating exchange rates 

la Discussion 

1 You probably have at least one banknote in your 
pocket, wallet or purse. How much is it worth? 

How do you know?! 

2 If you keep a banknote (e.g. a dollar) in your 
pocket, you know that it will almost certainly be 
worth less after a few months (although a dollar 
will still he a dollar). If you deposit it in a bank, 
of course, it will be worth a little more. Why? 

3 If you change your banknotes into another 
currency, you will receive a certain amount of 
notes or coins, but this amount can change every 
day, or more than once a day. Why? 

The text in 1 b explains how and why exchange rates change, and gives an answer 
to question 3 above. 

1b Reading 

While reading the text, decide which paragraphs could be given the following 
headings. 

.. Floating exchange rates 

. Intervention and managed floating exchange rates 

. The abolition of exchange controls 

........... The introduction of the single European currency 

. The period of gold convertibility 

. The power of speculators and the collapse of the EMS 

. Why many business people would prefer a single currency 

EXCHANGE RATES 


A The Bretton Woods agreement of 1944 established fixed exchange rates, defined in terms 
of gold and the US dollar. Between 1944 and 1971, many currencies were pegged 
against the US dollar, i.e. their parities with the US dollar were fixed. In this period, a 
US dollar was a promissory note issued by the United States Treasury. If anybody 
requested it, the Treasury had to exchange the note for -Jrth of an ounce of gold, 
Under this system, overvalued or undervalued currencies could only be adjusted with 
the agreement of the International Monetary Fund. Such adjustments are called 























devaluations and revaluations. The Bretton Woods system of gold convertibility and 
pegging against the dollar was abandoned in 1971, because following inflation, the 
Federal Reserve did not have enough gold to guarantee the American currency. 

B Gold convertibility was replaced by a system of floating exchange rates. [Today, the 
US dollar - the unofficial world currency - is merely a piece of paper on which is 
written ‘In God We Trust! God, not gold!] A freely (or clean) floating exchange rate is 
determined purely by supply and demand. Theoretically, in the absence of speculation, 
exchange rates should reflect purchasing power parity - the cost of a given selection 
of goods and services in different countries. Proponents of floating exchange rates, 
such as Milton Friedman, argued that currencies would automatically establish stable 
exchange rates which would reflect economic realities more precisely than 
calculations by central bank officials. Yet they underestimated the impact of 
speculation, and the fact that companies and investors frequently follow short-term 
money market trends even if these are contrary to their own long-term interests. 

C In the late 1970s and early 1980s, the American, British and other governments 
deregulated their financial systems, and abolished all exchange controls. Residents in 
these countries are now able to exchange any amount of their currency for any other 
convertible currency. This has led to the current situation in which 95% of the world's 
currency transactions are unrelated to transactions in goods but are purely 
speculative. Enormous amounts of money move round the world, chasing high 
interest rates or capital gains, as investors - Including rich individuals, companies and 
pension funds - seek to maximize the value of their assets. In London alone, in the late 
1990s, over $300 billion worth of currency was traded on an average day - the 
equivalent of about 30% of the value of the goods Britain produces each year. Banks, of 
course, make a profit from the spread between a currency's buying and selling prices. 

D Few governments, however, leave exchange rates wholly at the mercy of market forces. 
Most of them attempt to influence the level of their currency when necessary. Managed 
[or dirty) floating exchange rates are more common than freely floating ones. For 
example, in the 1980s, most Western European governments joined the EMS (European 
Monetary System), which established parities between member currencies. There was also 
an Exchange Rate Mechanism (ERM): if the rate diverged by more than plus or minus 
2^ per cent from the centra! parity, central banks had to intervene in exchange 
markets, buying or selling in order to increase or decrease the value of their currency. 

E Yet international speculators can be more powerful than governments. For example, 
on a single day in September 1992 the Bank of England lost five billion pounds in a 
hopeless attempt to support the pound sterling. For weeks, all the world's financial 
institutions and rich individuals had been selling their pounds, as everyone except the 
British Government believed that the pound had been seriously overvalued ever since 
it belatedly joined the ERM in 1990. When the British central bank ran out of reserves 
and could no longer buy pounds, the currency was withdrawn from the ERM and 
allowed to float, instantly losing about 15% of its value against the D-mark. The next 
year, speculators attacked five other European currencies, and the European Monetary 
System was suspended. It was later reintroduced in a looser form. 

F Many manufacturers are in favour of fixed exchange rates, or a single currency. 
Although it is possible to some extent to hedge against currency fluctuations by way 
of futures contracts, forward planning is difficult when the price of raw materials 
bought from abroad, or the price of your products In export markets, can rise or fall 












by 50°/o in only a few months. (Since exchange 
controls were abolished, currencies including the 
US$ and the £ sterling have in turn appreciated by 
up to 100% and then depreciated by more than 
50°/o against the currencies of major trading 
partners.) 

G Pressure from industrialists and governments led 
to the introduction of the euro. Twelve countries 
fixed their exchange rates against the new currency, 
and beginning in 1999 the new currency was used 
as a means of payment between companies and in 
foreign trade, and bonds were denominated in it. 

The euro came into existence as a real currency in 
2002, when the old notes and coins in the twelve 
member countries were withdrawn. 

1c Comprehension 

Are the following statements TRUE or FALSE? 

1 Gold convertibility was abandoned because there was too much gold. 

2 It is now impossible to exchange dollars for gold. 

3 Only a pegged currency can be devalued or revalued. 

4 A floating currency can either appreciate or be devalued. 

5 Central banks sometimes attempt to decrease the value of their currency. 

6 The EMS was designed to stabilize exchange rates. 

7 To speculate is to take risks; to hedge is to try to avoid risks. 

8 Under the system of floating exchange rates, currencies can depreciate 100% in ai 
short time. 

Id Vocabulary 

1 Match up the half-sentences below. 

A the amount ol a country’s money that 
residents were able to change into foreign 
currencies. 

B fix its value in relation to it. 

C make a profit by making capital gains or 
by investing at higher interest rates. 

D is determined by supply and demand. 

E trying to insure against unfavourable 
price movements by way of futures 
contracts. 

P the determination ol price by supply and 
demand (the quantity available and the 
quantity bought and sold}. 


1 To 'peg' a currency 
against something 
means to 

2 A dean floating 
exchange rate 

3 Exchange controls 
used to limit 

4 Speculators buy or 
sell currencies in 
order to 

5 ’Market forces’ 
means 

6 ‘Hedging’ means 





















2 Which six of these verbs are defined below? 

abolish adjust appreciate convert diverge 
establish fluctuate peg suspend revalue 

1 to make changes to something 

2 to change something into something else 

3 to end something permanently 

4 to end something temporarily 

5 to go up or down (in quantity, value, etc.) 

6 to move away from what is considered normal 

1e Discussion 

Many people today argue that currency speculators rather than governments or central 
banks are able to determine exchange rates, interest rates, and levels of investment, trade 
and growth. Around the world, over $1.8 trillion dollars are traded every day by currency 
speculators. Opponents of currency speculation are calling for governments around the 
world to introduce a tax on international currency transactions. A Tobin Tax - named after 
the economist James Tobin who first suggested the idea - would be an excise tax on cross- 
border currency transactions. A tax of 0.1 to 0.25 per cent of volume (10 to 25 cents per 100 
dollars) would discourage short-term speculative currency trades, without affecting long¬ 
term productive investments. Such a tax, its defenders claim, would make financial markets 
less volatile, and could generate hundreds of billions of dollars a year for international 
development, such as basic environmental and human needs in poor countries. 

Do you agree with the idea of such a tax, or with constraints on speculative 
currency trades, or do you think that people should have the right to do what 
they like with their assets? 


2 Floating exchange rates versus a common 
currency 

Professor Jean-Chrisfian Lambelet is an economist who teaches at the 
universities of Lausanne and Geneva, in Switzerland. You will hear him 
talking about exchange rates. 


2a Vocabulary 

Before listening to the interview, look at this list of expressions. Underline the 
ones you would expect to hear in this context. 


accelerated depreciation appreciated 
common currency floating rate note 
gold standard managed floating 
pegged pure floating 


capital flows cashflow 
flotation freely floating 
managed fund off-the-peg 



W Jean-Christian 

Lambelet: 

'Floating 

exchange rates arc 
the best we can 
hope for/ 
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2b Listening Q]#) 

Now listen to the interview. According to what Jean-Christian Lambelet says, are 
the following statements TRUE or FALSE? 

1 It seems likely that a world currency would be good for business. 

2 A world central bank is a highly unlikely prospect, 

3 There is often very little economic coordination between different countries. 

4 A global tax system would be necessary to counter any serious global economic 
problems. 

5 A common European currency is inevitable. 

6 Floating exchange rates were first introduced in 1953. 

7 In 1978, speculators attacked the Swiss franc. 

8 The system we have is not perfect, but is the best that we can expect in an 
imperfect world. 

2c Comprehension [Q») 

Now look at the half-sentences below, which have been extracted from the 
interview. Match up the halves, and then listen again to the interview to see if you 
were right. 

1 If you had a world currency you’d 
have no exchange rates 

2 It would mean, like under the gold 
standard, 

3 It would not be enough to have a 
world central bank 

4 In Europe at one point there will 
have to be a jump 

5 Pure floating maybe would be 

6 Pegged exchange rates 

7 Central banks do intervene 


A to a common currency. 

B because you’d also treed to have some 
kind of world fiscal system. 

C a very stable and certain economic 
environment. 

1) and that presumably would be good 
for trade. 

E too unstable a system. 

F and try to calm things down. 

G run into severe problems with capital 
flows, 
















The business cycle 



1 What causes the business cycle? 

la Vocabulary 

Read the short text below and then match the followi ug words with the numbers 
on the graph, which shows US real gross national product from 1929 to 1952. 

. boom 

. depression 

. peak 

. recession or contraction or downturn 

. trough 

. upturn or expansion or recovery 


Real gnp 
( billions of 
dollars) 



THE BUSINESS CYCLE 


The business cycle or trade cycle is a permanent feature of market economies: gross 
domestic product [GDP) fluctuates as booms and recessions succeed each other. During 
a boom, an economy (or at least parts of it) expands to the point where it is working at 
full capacity, so that production, employment, prices, profits, investment and interest 
rates all tend to rise. During a recession, the demand for goods and services declines and 
the economy begins to work at below its potential Investment, output, employment, 
profits, commodity and share prices, and interest rates generally fall. A serious, long- 
'asting recession is called a depression or a slump. 

The highest point on the business cycle is called a peak, which is followed by a 
downturn or downswing or a period of contraction. The lowest point on the business 
cycle is called a trough, which is followed by a recovery or an upturn or upswing or a 
period of expansion. Economists sometimes describe contraction as 'negative growth! 




















1b Reading 


Read the following text and then answer this question: 

Why are there periods when a country’s economy works more strongly than others? 

THEORIES FOR THE BUSINESS CYCLE 


There are various theories as to the cause of the business cycle, interna! (or endogenous) 
theories consider it to be self-generating, regular, and indefinitely repeating, A peak is 
reached when (or just before) people begin to consume less, for whatever reason. As far 
back as the mid-nineteenth century, it was suggested that the business cycle results from 
people infecting one another with optimistic or pessimistic expectations. When economic 
times are good or when people fed good about the future, they spend, and run up debts. 
If interest rates rise too high, a lot of people find themselves paying more than they 
anticipated on their mortgage or rent, 3nd so have to consume less. If people are worried 
about the possibility of losing their jobs in the near future they tend to save more. A 
country's output, investment, unemployment, balance of payments, and so on, all depend on 
millions of decisions by consumers and industrialists on whether to spend, borrow or save. 

Investment is closely linked to consumption, and only takes place when demand and 
output are growing. Consequently, as soon as demand stops growing at the same rate 
even at a very high level, investment will drop, probably leading to a downturn. Another 
theory is that sooner or later during every period of economic growth - when demand is 
strong, and prices can easily be put up, and profits are increasing - employees will begin 
to demand higher wages or salaries. As a result, employers will either reduce investment, 
or start to lay off workers, and a downswing will begin. 

External (or exogenous) theories, on the contrary, look for causes outside economic 
activity: scientific advances, natural disasters, elections or political shocks, demographic 
changes, and so on. Joseph Schumpeter believed that the business cycle is caused Dy 
major technological inventions (the steam engine, railways, automobiles, electricity, 
microchips, and so on), which lead to periods of "creative destruction'. He suggested that 
there was a 56-year Kondratieff cycle, named after a Russian economist. A simpler theory 
is that, where there is no independent centra! bank, the business cycle is caused by 
governments beginning their periods of office with a couple of years of austerity 
programmes followed by tax cuts and monetary expansion in the two years before the 
next election. 

















1c Comprehension 

Match up the following half-sentences. 


1 Companies may have to reduce 
investment or the size of the 
work force 

2 Companies only invest 

J During a period of economic growth 

4 External theories of the business cycle 

5 Governments often stimulate the 
economy 

6 Increases in interest rates 

7 Internal theories of the business cycle 

8 People can demand higher pay 

9 People tend to spend less 


A consumers borrow a lot of money. 

B if labour costs increase too much. 

C if their company’s sales are 
increasing. 

D include psychological factors. 

E include technological and population 
changes. 

F prior to general elections. 

G result in higher rents and mortgages. 

H when they are afraid of becoming 
unemployed. 

I while consumption is increasing. 


Id Vocabulary 

Find the words in the text in lb which mean the following. 

1 beliefs about what will happen in the future 

2 money borrowed in order to buy a house or flat (GB) or apartment {US} 

3 money paid for the use of a house or flat owned by somebody else 

4 the amount of something produced by a company, a country, and so on 

5 spending on new machines, factories, and so on 

6 owners or managers of manufacturing companies 

7 spending on goods and services 

8 to dismiss employees 

9 concerning the number of births, deaths, population movements, and so on 

10 an absence of luxury and comfort 

J 

16 Discussion 

1 Which of the various theories of the business cycle mentioned in the text do you 
find the most convincing? 

2 What is the current economic situation in your country? Why? 

3 Are most of the people you know currently optimistic or pessimistic about the 
future? Would you say that they are saving money for bad times ahead, or 
spending and borrowing without worrying too much about the future? Either 
way, can you see anything coming that might cause them to change their 
behaviour? 


Tiie nsfsiness eydr 
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2 Economic theory and the business cycle 


2a Listening nj)) 


You will hear Kate Barker, an economist, talking about the causes of the business 
cycle. Listen to the first part of the interview, and answer the questions below. 


1 \\ hen Kate Barker talks about the level of companies’ investments, docs she mean 

a) their financial reserves (deposited in a bank, or invested in treasury bonds, 
shares in other companies, and so on), or 

b) the money they spend on their plant (i.e. factories, and the machines and 
equipment inside them)? 

2 When she talks about the level of companies’ stocks , does she mean 

a) their inventories of unsold goods, or 

b) the current price of their shares at the stock exchange? 

3 According to Kate Barker, what do companies tend to do 

a) when demand is very strong, and 

b) when demand weakens a little? 


4 According to the standard theory, when will companies begin to invest again after 
a downturn, and why? 

5 What was the external or exogenous shock that caused the downturns in both the 
early 1970s and the early 1980s? 

6 What were the two factors which led many European business people to invest 
too much in the late 1980s? 


7 What was the exogenous shock that caused the downturn in the early 1990s? 


2b Listening [Q>)) 

In the second part of the interview, Kate Barker starts by talking about classical 
economic theory. 

1 Try to predict what Kate Barker has to say, by inserting these words in the extract 
below. Then listen to the recording and see if you were right, 

assumptions commodity equilibrium exchange exogenous 
industrialists information perfect competition resources 

The standard classical theory of the economy, the theory that we all tend to begin 
with when we learn about economics, suggests that it’s very, that economies 

naturally return to an (1)..level, where they make full use and 

efficient use of all their (2).But most of the textbooks, when 

they’re moving to teach that model, also mention the fact that there are a 

number of very strong (3) .to make that model work. There 

has to be (4).... there has to be a lack of (5) 

shocks, shocks from the world outside in terms of (6) 


. rates 
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or (7) ...............prices to the system, there has to he perfect 

(8) .... so everybody knows what’s going on in the market at 

any one time, and the responses have to be very quick. (9).... 

have to adjust their prices very quickly, wage-setters have to adjust their wages 
very quickly. 


2 What is it that Kate Barker says ‘leads us into downturns’? 

3 What does she mean by a ‘self-fulfilling downturn ? 

4 What did the economist John Maynard Keynes mean by ‘In the long run, we’re 
all dead’? 


5 What did Keynes say governments could do when there was a low level of 
demand and an economic slowdown? 





Keynesianism and 
monetarism 


1 The business cycle 
and government 
intervention 

la Discussion 

In your opinion, when there is 
high unemployment during a 
recession, should the 
government intervene in the 
economy to create jobs? For 
example, should it use 
unemployed construction 
workers to build new housing or 
roads or transport systems, and 
unemployed teachers to reduce 
the size of classes in schools, and 
so on, rather than pay social 
security benefits to these people 
to do nothing? 

If not, why not? What are the 
economic arguments against 
such governmental spending? 
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TALK TO ME, HouAfcb 
you mER TALK TO ME. 


1b Vocabulary 

1 Match up the following words and definitions. 


1 supply 

2 demand 

3 market forces 

4 equilibrium 

5 fiscal policy 

6 monetary policy 


A a state of balance, for example when supply meets 
demand 

B government or centra] bank measures concerning the 
rate of growth of the money supply (the amount of 
money in circulation) 

C government measures concerning taxation, public 
expenditure, and so on 

D supply and demand 

h the willingness and ability of consumers to purchase 
goods and services 

F the willingness and ability to offer goods or services 
for sale 





































2 Match up the words below into pairs that mean the same. 


flexible error companies 
costs excess output 
expenditure boost increase 
lower 



reduce 



raise 

variable 

stimulate 


expenses 

surplus 

mistake 


3 Match up the words below into pairs of opposites. 


contraction boom flexible 
buoyant cut deflate 
demand consuming 


growth stimulate rigid 

supply sluggish saving 

increase depression 


Id Reading 


) John Maynard 
Keynes, who has a 
school of 

economic thought 
named after him 



I Milton 
Friedman, the 
most famous 
monetarist 
economist 


Complete the text below using these words: 

boom demand employment equilibrium interest rates 
money supply output price recession saving 


SHOULD THE GOVERNMENT INTERVENE IN THE BUSINESS CYCLE? 


Keynesianism 

The great depression of the 1930s demonstrated that, at least in the short run, the 
market system does not automatically lead to full employment In The General Theory of 
Employment, interest and Money (1936), John Maynard Keynes argued that market 
forces could produce an equilibrium with high unemployment of indefinite duration. For 
example, if people are worried about the possibility of losing their jobs in the rear 

future they will probably start (1)..money and consume less, which will 

lead to a fall in demand, and consequently in production and employment. In 
such circumstances, producers will clearly not be interested in making new investments. 

So people's savings will remain unused, and the economy will settle into a new 

(2) .. at a lower level of activity - with fewer goods being produced, 

fewer people employed, and reduced rates of income and investment. Classical 
economic theory stated that in the long run, excess savings would cause 

(3) .to f all and investment to increase again. Keynes disagreed, arguing 

that market economies are inherently unstable and without a self-correcting mechanism, 
except perhaps in the long run - but as he famously put it, 'in the long run, we are all dead! 

Keynes therefore recommended governmental intervention in the economy, to counter 

Keynesianism and monetarism 
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the business cycle. During an inflationary (4) .. governments could 

decrease their spending or increase taxation. During a recession, on the contrary, they 

could increase their expenditure, or decrease taxation, or increase the (5). 

and reduce interest rates, so as to stimulate the economy and increase output, 
investment, consumption and employment. Keynes also argued that even a small amount 
of additional government spending or an increase in private investment causes 

(6)..to expand by an amount greater than itself, because of the multiplier 

effect: the new money is repeatedly respent, except for the proportion that people choose 
to save. 


Monetarism 


In the 1350s and 1960s, monetarists, most notably Milton Friedman, began to argue tha: 
Keynesian fiscal policy had negative long-run effects. Unlike Keynesians, monetarists 
insisted that money is neutral, meaning that in the long run, changes in the money supply 

will only change the (7) . level and have no effect or output and 

employment. They argued that governments should abandon any attempt to manage the 

level of (8).in the economy through fiscal policy. On the contrary, they 

should try to make sure that there is constant and non-inflationary growth In the money 
supply. 

Monetarists argue that recessions are not caused by long-run market failures but by 
short-run errors by firms and workers who do not reduce their prices and wages quickly 
enough when demand falls. When economic agents recognize that prices and wages have 
to fall, the economy will come back to normal. Since the government will not be able to 

recognize a coming (9).any more quickly than the companies that make 

up the economy, it will only be able to act at the same time as everyone else is recognizing 
the need to cut prices and wages. Consequently, its fiscal measures will take effect when 

the ear cmy is already recovering, and so will merely make the next swing in the business 
cycle even greater. 

Neo-Keynesianism 

Whereas Classical (and neo-classical) economic theory assumes prices and wages to be 
flexible enough to eliminate excess supply or demand, Keynesians (today often callec 
neo-Keynesians) argue that wages are inflexible or 'stick/ because of labour union 
coniracts, government regulation, and so on. Futhermore, businesses cannot change their 
prices too frequently, because they do not have perfect information, and because there 
a r e many costs involved. These are sometimes known as 'menu costs', drawing on the 
example of restaurateurs who cannot afford to print menus with new prices every day 
according to small fluctuations in demand. 

Neo-Keynesians still maintain that because individuals and firms are unable to find the 
right prices that would lead the economy to rising output and high or full 

(10). ..economies can get locked into disequilibriums for long periods. 

Thus unlike the monetarists, who insist that free markets and competition 
are efficient and should be allowed to operate with a minimum of governmental 

intervention, Keynesians believe there is still a role for either expansionary or deflationary 
government policies. 
























Id Comprehension 

1 According to Keynes, what might provoke a high-unemployment equilibrium? 

2 According to classical theory, what will happen if people save a lot of money? 

3 Keynesian policy is often described as ‘demand management’. What does this 
mean? 

4 According to Keynes, what is the economic effect of even a small increase in 
government spending? 

5 What do monetarists mean by 'the neutrality of money’? 

6 According to classical theory, what will bring about the end of a recession? 

7 What is the monetarist or neo-classical objection to government intervention? 

8 According to neo-Keynesians, why do prices and wages not adapt as classical 
theory says they will? 

2 Inflation and unemployment 

Calls for rate cuts as inflation 
drops to below 3% 

tor jotote** 

G° od ’T-oV leavers Government announces 
sc employment Initiative 

JOBLESS TOTAL 
_ RISES AGAIN 

OECD reports falling inflation 

Interest rate fears 
as inflation rises 

You will hear Kate Barker talking about Keynesianism and monetarism, inflation 
and unemployment, 

2a Listening 0 ) 

Listen to the first part of the interview, and decide whether the following 
statements are TRUE or FALSE. 

1 Keynesians believe that if the government borrows and spends more money, 
economic activity will increase. 

2 Keynesians want to boost domestic demand, meaning spending by households 
rather than businesses. 

3 If the government borrows more money, this affects interest rates and business 
investment. 


UNEMPLOYMENT 

REACHES 3 MILLION 
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4 Monetarists say that the only result of increasing the money supply is to raise 
prices. 

5 Keynesians believe that a government can increase the money supply without 
people noticing it, so that they spend more, and businesses invest more. 

6 The goal of Keynesianism is to eliminate recessions. 

7 Monetarists see neither economic advantages nor disadvantages in increasing the 
amount of money in circulation. 

2b Listening 0 ) 

Listen to the second part ot the interview. According to what Kate Barker says, 
which of these alternative answers are correct? 

1 It is possible for government policy 

A to reduce unemployment without affecting prices. 

B to reduce unemployment temporarily, at the cost of increased inflation. 

C to reduce unemployment permanently, at the cost of higher prices. 

2 When inflation increases in industrialized countries 
A governments can choose to ignore this. 

B all governments simultaneously have to raise interest rates. 

C one country wilt raise interest rates, and others will soon be obliged to follow. 

3 The governments in most industrialized countries 

A arc much more interested in price stability than in the problem of 
unemployment. 

B believe that continuously low inflation will also help to keep unemployment 
low. 

C believe that it is necessary to choose between, on the one hand, low inflation 
and high unemployment, or on the other, high inflation and low 
unemployment. 

4 The easiest way to achieve low inflation is 

A deliberately to leave some resources unused. 

B to use all a country’s resources efficiently. 

C to keep interest rates high. 

5 !n the long term, countries can best increase their rate of employment 
A by allowing inflation to increase. 

B by increasing productive capacity or improving the quality of the work force. 
C by taking into account the social costs of unemployment. 
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International trade 



1 The growth of international trade 

la Discussion 




Consider the clothes and shoes you are wearing, and those you wore last weekend. 
Where were they made? Try to recall the meals you’ve eaten in the last 24 hours. 
How much of the food came from abroad? If you have them, where do your car, 
television, stereo, camera, watch, and so on come from? Where was the last DVD 
or CD you bought manufactured? 

Can you even imagine living in a country that did not import anything, where 
only locally produced food and textiles and products were available? 


1b Vocabulary 

Match up these words and expressions with the definitions below. 

autarky balance of payments balance of trade barter or counter-trade 

deficit dumping invisible imports and exports protectionism 

quotas surplus tariffs visible trade (GB) or merchandise trade (US) 

1 trade in goods 

2 trade in services (banking, insurance, tourism, and so on i 

3 direct exchanges of goods, without the use of money 

4 the difference between what a country receives and pays for its exports and 
imports of goods 

5 the difference between a country’s total earnings from exports and its total 
expenditure on imports 
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6 the (impossible) situation in which a country is completely self-sufficient and 
has no foreign trade 

7 a positive balance of trade or payments 

8 a negati ve balance of trade or payments 

9 selling goods abroad at (or below) cost price 

10 imposing trade barriers in order to restrict imports 

11 taxes charged on imports 

12 quantitative limits on the import of particular products or commodities 

1c Reading 

Read the text and answer the following questions. 

1 Why do most economists oppose protectionism? 

2 Why do most governments impose import tariffs and/or quotas? 

3 Why were many developing countries for a long time opposed to GATT? 

4 Why have many developing countries recently reduced protectionism and 
increased their international trade? 

PROTECTIONISM AND FREE TRADE 


The majority of economists believe in the comparative cost principle, which proposes that 
all nations will raise their living standards and real income if they specialize in the 
production of those goods and services in which they have the highest relative 
productivity. Nations may have an absolute or a comparative advantage in producing 
goods or services because of factors of production (notably raw materials), climate, 
division of labour, economies of scale, and so forth. 

This theory explains why there is international trade between North and South, e.g. 
semiconductors going from the USA to Brazil, and coffee going in the opposite direction. 
But it does not explain the fact that over 75% of the exports of the advanced industrial 
countries go to other similar advanced nations, with similar resources, wage rates, anc 
levels of technology, education, and capital. It is more a historical accident than a result 
of natural resources that the US leads in building aircraft, semiconductors, computers 
and software, while Germany makes luxury automobiles, machine tools and cameras. 

However, the economists who recommend free trade do not face elections every four 
or five years. Democratic governments do, which often encourages them to impose tariffs 
and quotas in order to protect what they see as strategic industries - notably agriculture 
- without which the country would be in danger if there was a war, as well as other joos. 
Abandoning all sectors in which a country does not have a comparative advantage is 
likely to lead to structural unemployment in the short (and sometimes medium and long) 
term. 

Other reasons for imposing tariffs include the following: 

to make imports more expensive than home-produced substitutes, and thereby reduce 
a balance of payments deficit; 

as a protection against dumping (the selling of goods abroad at below cost price in 
order to destroy or weaken competitors or to earn foreign currency to pay for 
necessary imports); 




















to retaliate against restrictions imposed by other countries; 

to protect ‘infant industries’ until they are large enough to achieve economies of scale 
and strong enough to compete internationally. 

With tariffs, it is impossible to know the quantity that will be imported, because prices 
might be elastic. With quotas, governments can set a limit to imports. Yet unlike tariffs, 
quotas provide no revenue for the government. Other non-tariff barriers that some 
countries use include so-called safety norms, and the deliberate creation of customs 
difficulties and delays. 

The General Agreement on Tariffs and Trade (GATT), an international organization set 
up in 1947, had the objectives of encouraging international trade, of making tariffs the 
only form of protectionism, and of reducing these as much as possible. The most favoured 
nation clause of the Gatt agreement specified that countries could not have favoured 
trading partners, but had to grant equally favourable conditions to all trading partners. 
The final Gatt agreement - including services, copyright, and investment, as well as trade 
in goods - was signed in Marrakech in 1994, and the organization was superseded by the 
World Trade Organization. 

It took nearly 50 years to arrive at the final Gatt agreement because until the 1980s, 
most developing countries opposed free trade. They wanted to industrialize in order to 
counteract what they rightly saw as an inevitable fall in commodity prices.They practised 
import substitution [producing and protecting goods that cost more than those made 
abroad), and imposed high tariff barriers to protect their infant industries. 

Nowadays, however, many developing countries have huge debts with Western 
commercial barks on which they are unable to pay the interest, let alone repay the 
principal. Thus they need to rollover (or renew) the loans, to reschedule (or postpone) 
repayments, or to borrow further money from the International Monetary Fund, often 
just to pay the interest on existing loans. Under these circumstances, the IMF imposes 
severe conditions, usually including the obligation to export as much as possible. 

Quite apart from IMF pressure, Third World governments are aware of the export 
successes of the East Asian Tiger' economies (Hong Kong, Singapore, South Korea and 
Taiwan), and of the collapse of the Soviet economic model. They were afraid of being 
excluded from the world trading system by the development of trading blocks such as the 
European Union, finalized by the Maastricht Treaty, and the North American Free Trade 
Agreement (NAFA), both signed in the early 1990s. So they tended to liberalize their 
economies, lowering trade barriers and opening up to international trade. 

Id Comprehension 

Write questions, relating to the text, to which these could be the answers, 

1 Factors of production, most importantly raw materials, but also labour and 
capital, climate, economies of scale, and so on. 

2 Because it doesn’t explain why the majority of the exports of advanced 
industrialized countries go to other very similar countries. 

3 A recently developed one, that has not yet grown to the point where it benefits 
from economies of scale, and can be internationally competitive. 

4 Unlike quotas, they produce revenue. 

5 Unlike tariffs, you know the maximum quantity of goods that will be imported. 
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I Ajit Singh; 

'If we don’t 
solve the 
unemployment 
problem, people 
will walk away 
from free trade.’ 


2 Free trade and unemployment 

You will hear Ajit Singh, Professor of Economics at Cambridge University, talking 
about free trade and unemployment. 

2a Listening B})) 

Listen to the first part of the interview, and then listen a second time and 
complete the following sentences. 

1 Formerly, the less developed countries were against free trade because ,.. 

2 Countries like South Korea and Malaysia are competitive today because they’ve 
been able to ... 

3 Free trade is disruptive; in other words ... 

4 The advantage of free trade is that... 

5 People in industrial countries can only put up with the disruption caused by free 
trade if... 


2b Listening t]») 

Listen to the second part of the interview and answer these questions. 

1 What would African countries need to do if they wanted to develop a car industry? 

2 What does Ajit Singh say could lead to full employment in the rich countries? 

3 What does he say will be the consequence if mass unemployment continues? 

4 Does he foresee an end to mass unemployment? 

2c Discussion 

1 What does your country import? 

2 What are your country’s major exports? Which countries are its major trading 
partners? 

3 Which uneconomic' (or internationally uncompetitive) sectors, if any, do you 
think should be protected in your country? 

4 Would total free trade result in the creation of jobs, or in unemployment, in your 
country? 

2d Vocabulary 

There is a logical connection among three of the four words in each of the 
following groups. Which is the odd one out, and why? 

1 absolute advantage - barriers - comparative advantage - free trade 

2 autarky - counter-trade - invisible trade - visible trade 

3 balance - deficit - dumping - surplus 

4 banking - insurance - merchandise - tourism 

5 comparative advantage — protectionism - quotas - tariffs 
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6 non-tariff barriers - norms — quotas - taxes 

7 barter - import substitution - i nfant industries - tariff barriers 

8 debt — reschedule - rollover — trade 

9 liberalize - protect - subsidize - substitute 

3 Case study: The banana wars 

1 Insert the following words in the spaces in the text below. 

although as consequently due to for example furthermore 
however in other words moreover nevertheless whereas yet 

The progressive reduction of tariff barriers has caused World Trade to increase by several 
hundred per cent since 1945, and there is no doubt that this has created both work and 

prosperity. It has also improved products: (1).the planned economies 

of the Soviet Union and the Communist block countries created industries that produced 
nearly as much as Western companies, the products were much less sophisticated, 

reliable or marketable, (2) .they were excluded from competition. 

Today, most economists argue that nations which try to shelter declining industries 
behind tariff barriers are simply resisting the inevitable, and that they could use those 

subsidies to create new jobs in more modern industries. (3) ....tariff 

barriers penalize consumers: the Japanese, (4)., pay ten times more 

for rice than they would if they could buy rice from South East Asia. 

(5).....t 0 r many years, the banana industry had a special status. The 

European Union allowed former British and French colonies in Africa, the Caribbean and 
the Pacific islands to export to Europe as many bananas as they wished, at slightly above 
world prices. Banana production costs are higher in the Caribbean than on American- 

owned plantations in Latin America, (6)..the small size of family-run 

farms, the difficult terrain, and the climate. 

in 1999, (7] ... , the US-based company Chiquita Brands made a 

$500,000 donation to the Democratic Party. The very next day, the US government 
complained to the World Trade Organization about Europe's banana trade, and put a 
100% import tariff on various European 
goods. 

Opponents of the American case pointed 
out that only 7% of the 2,5 billion tonnes 
of bananas imported into Europe every 
year come from the Caribbean. The EU's 
banana policy only cost American 
companies about $200 million a year, 

(8)....trade between the 

US and the EU is worth about £200 billion. 

Half the population of the Caribbean 
relies on the banana industry to supply 
their basic reeds such as food, shelter and 
education. Small states such as Dominica 
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depend on banana exports to the EU for around 70 per cent of all export earnings and 
much of their employment No other countries in the world have the same degree of 

dependence on a single product. (91 .. , if the Caribbean banana 

industry was taken away without farmers being given enough time to develop other ways 

of using the land, the countries' economy would collapse. (10).the 

results of entirely free trade in bananas could be disastrous. 

It could also be pointed out that American, Japanese and European farmers are 

currently subsidized by billions of dollars every year. (11) ...., America 

itself erected massive tariff barriers in the 19th century. (12)..the 

Americans wanted to end subsidies to Caribbean banana producers, even though the 
consequences might have included many of the farmers turning to drug production and 
trafficking, or trying to immigrate illegally to the US. 

The ’banana wars’ enced in July 2001 when the Americans ended their special import 
taxes on selected European goods after the European Union agreed to import more Latin 
American bananas from the large US banana companies, while still also buying bananas 
from their former colonies. 

2 The text above is dearly defending the system whereby Caribbean banana 
producers export their crop to Europe at slightly above the world market price, 
and opposing the US position, which demands entirely free trade. Do you 
agree? 

3 Prepare a short talk EITHER defending free trade, OR defending the right of 
the EU to indirectly subsidize Caribbean banana producers. 




















Economics and ecology 


1 Ecology and the individual consumer 
Discussion 

Are you concerned about pollution and the environment? 
To put it another way, how‘green’ are you? 

Answer the following questions, with Yes (because 
No (because...), or It depends on .... 



! Do you believe that governments should do more to preveht manufacturers polluting 
or damaging the environment? 

2 Are you prepared to pay a higher price for products that you know are not dangerous 

j H^yoXerTopped using a product because you learnt that it was damaging for the 

4 Do^youThink environmental restrictions on industry should be abolished or relaxed if 
this leads to the creation of jobs? 


or 

5 Do you think environmental restrictions on 
leads to unemployment? 

6 Do you make an effort to recycle these? 

S paper 

s aluminium (drink cans) 

m batteries 
s vegetable waste 

7 Do you use public transport (or a 
bicycle) wherever possible? 

8 Do you believe that under certain 
circumstances people should be 
obliged to use public transport 
(e.g. to travel to and from work 
in the town centre)? 

9 Do you make an effort to use as 
little water and energy (electricity, 
heating, etc.) as possible? 

1t> Do you believe that there should be 
higher taxes on sources of energy? 


industry should be strengthened even if this 

S glass (bottles, etc.) 

■ plastic bottles 

■ cooking oil 

■ anything else 






































2 Measuring eco-efficiency 


You wil] hear an interview with Marc Reiser, a 
researcher who has developed a methodology 
and a computer program that would allow 
producers to measure the environmental 
acceptability (or ‘eco efficiency’) of all 
manufacturing processes and all manufactured 
products. For the consumer, this would result 
in all goods having an eco-efficiency label, 
expressed as a number between 0 and 100. 


2a Vocabulary 

Which of these words are defined below? 




I Marc Reiser: "Consumers will 
buy less-polluting goods it they 
have the information.’ 


disposal (to dispose of) eco-efficiency ecology emissions 
energy environmentalist polluters pollution waste 

1 anything (c.g. gases, liquids) released into the environment 

2 something unwanted and useless, such as by-products resulting from 
manufacturing processes 

3 throwing away or getting rid of something unwanted 

4 someone concerned about pollution, maintaining an ecological balance, and so on 

5 the extent to which a product does not use rare resources or produce polluting 
waste, can be recycled, and so on 


2b Listening d») 

Read the four questions below and then listen to the first part of the interview. 

1 The interviewer mentions three different ways in which companies might be 
obliged to reduce pollution. What are they? 

2 Marc Reiser says there are three pressure groups involved in environmental 
issues. What are they? 

3 Can any one of these three groups bring about important changes? 

4 Marc Reiser mentions, in relation to the United States, three different areas of 
concern to himself and other environmentalists. What are they? 


2c Vocabulary d>» 

What are the exact words used in the first part of the interview to mean the 
following? 

1 a general agreement about something 

2 something that encourages or gives a reason to do something 

3 a survey of people’s opinions, using a representative sample 

4 very short-term profits 











2d Listening 0]») 

Listen to the second part of the interview, about the eco-efficiency label, and 
answer the questions below. 

1 Which of the following sentences most accurately summarizes what Marc Keiser 
says? 

A Companies are unconcerned about their ecological efficiency. 

B Companies are willing to make some environmental improvements, as long as 
the government does not tell them exactly how to do it. 

C Companies are willing to make some environmental improvements proposed 
by the government. 

D Companies don’t want any governmental interference in their business. 

2 Keiser s third model is designed to inform consumers. What does it concern? 

A a specific production system 

B the entire existence of an individual product 

C the output of a specific production system during a certain period of time 

3 Which of the following does Keiser say? 

A Companies would have to follow regulations concerning acceptable 
technologies. 

B Companies could choose whether they wanted to adopt the eco-label system. 
C Companies would be free to produce whatever products they like. 

D The government could still forbid the sales of products whose eco-efficiency 
was below a certain level. 

2e Vocabulary [Q>)) 

What are the exact words used in the second part of the interview which mean 
the following? 

1 the possibility to choose for themselves 

2 an overall structure, or plan, or outline 

3 concerning the amount or number ot something 

4 from the beginning to the end of the existence of a product 

5 a numerical measure or standard 

6 final aim 

2f Discussion 

1 What do you think of the idea of an eco-efficiency label? 

2 Would it be right for the government to oblige companies to provide a label for 
all products? 

3 Would it be difficult to control the labels that manufacturers put on their 
products? 

4 Would such a label be sufficient to reduce pollution? 








3 Pollution and market solutions 

3a Vocabulary 

Use the words in the box once each to complete the paragraph below. Notice that 
the stressed syllable changes in this group of words. 


Verb 

Nouns 

Adjectives 

economize 

e'eonomy 

eco'nomic 


economics 

economical 


economists 

uneconomical 


Most people today agree that we ought to be as (L)..as 

possible in our use ot natural resources, particularly energy, and to limit 
pollution to a minimum. Ecologists sometimes argue that manufacturers 
should either clean up their production processes, i.e, limit the amount of 
waste and emissions they produce, or be forced to close down. Manufacturers 
often reply that it is frequently (2)..to clean up, and 

impossible if their competitors do not face the same constraints. Furthermore, 

if all polluting industries were dosed down, the (3). 

would quite simply collapse. They suggest that many ecologists are simply 
ignorant or naive when it comes to (4)..Some (5) 

..suggest applying market solutions, i.e. finding a way to 

give financial rewards to producers who (6) ...in the use of 

energy, and who pollute less, and to penalize polluters, but without the use of 
taxes. Many ecologists disagree, as they see pollution as a moral issue rather 
than an (7)...one. 



3b Reading 


The following article is about 
reducing industrial emissions of 
sulphur dioxide {SO,) and carbon 
dioxide (CO,). 


Read the article then answer this 
question: 

What is the aim of traded 
pollution permits? 




























For sale: a licence to pollute: Traded pollution permits have 
curbed sulphur dioxide emissions in the US and could soon be 
extended more widely, says Leyla Boulton 


S ix YHAKS after it was approved 
by the US Congress as part of 
the Clean Air Act, trading in 
permits allowing companies to 
5 pollute has cut sulphur dioxide 
emissions in the US faster and 
more cheaply than ever expected. 
Now the architects of pollution 
trading in Chicago have 
10 ambitions to extend the business 
to a wider range of polluting 
substances* And supporters are 
advocating an international 
trading system tor permits to 
15 release carbon dioxide - the 
best-known man-made cause of 
global warming - into the 
atmosphere* 

Critics may say it is immoral to 
20 give companies an explicit right 
to pollute. But Mr Richard 
Sandor, a former vice-president 
of the Chicago Board of Trade 
(CBOT), who launched sulphur 
2b dioxide trading, argues it injects 
pragmatism into environmental 
protection. Tfs time to take the 
environment out of the warm, 
fuzzy area,' he says. 4 You can’t 
30 just say 4 T want to save all the 
dolphins in the world.” You’ve 
got to work out how r to solve 
problems in ihe most cost- 
effective w r ay2 

35 The way the sulphur dioxide 
'allowance' system w'orks is 
simple. The Environmental 
Protection Agency, a federal 
agency, issues permits to release 
40 the amount of pollution allowed 
by the Clean Air Act. Most arc 
allocated to power companies but 
a small number are auctioned 
once a year by the CBOT to set a 
45 price for them. If plant A gels 
permits to emit 150.000 tonnes of 
sulphur dioxide but wants to emit 
155,000 tonnes it must purchase 
an extra 5,000 allowances (each 
50 w orth a tonne of sulphur dioxide) 


- or pay a fine far exceeding the 
price of the penults. But if the 
plant is able to cut its emissions 
further than required, it has 
55 surplus allowances. It can either 
sell Ihe surplus to another plant, 
or save it for future years. 
Trading has two main 
advantages over traditional 
60 environmental regulation. It 
gives companies a financial 
incentive to reduce emissions for 
less than it would cost to buy 
permits. And. by leaving it to 
65 companies to decide how and 
when to reduce emissions, it 
reduces not just the cost of 
compliance but ihe bureaucracy 
required to enforce environ- 
70 mental legislation. The EPA 
reckons emission reduction 
through trading has so far cost 
US industry just $2.5bn - half as 
much as it w ould have cost under 
75 the EPA’s traditional regulatory 
system. 

The scheme has certainly 
worked: the US's 110 most 
polluting power plants spewed 
80 out only 5.3m tonnes of sulphur 
dioxide last year, well below a 
government ceiling of 8.7m 
tonnes - prompting some 
environmentalists to say the 
85 targets were loo lax. The ultimate 
aim of the programme, by 
progressively reducing the 
number of permits distributed to 
industry, is to cut sulphur dioxide 
90 emissions to half their 1980 level 
by 2010* 

Its success has inspired the 
EPA to consider extending 
trading to oxides of nitrogen, 
95 toxic substances such as mercury, 
and possibly even the paniculate 
dust emitted by long-distance 
haulage trucks, f...] 

In practice, sulphur dioxide 
100 emissions need to be 


supplemented by local controls to 
avoid concentrated pockets of 
pollution. But trading would be 
perfect for carbon dioxide 
105 emissions, which occur 

everywhere and have no local 
side-effects. The International 
Panel on Climate Change, the 
body charged by governments 
] 10 with investigating global 

warming, recently described 
trading as the most ‘promising 1 of 
the ways it had considered for 
tackling climate change. L...J 
] 15 Western nations are committed 

to agreeing national targets for 
reducing carbon dioxide 
emissions. But they are divided 
over how to do it: the European 
120 Union has toyed with the idea of 
a carbon tax. The US. however, 
rejects the idea of new taxation. 
International trading of carbon 
dioxide permits* distributed to 
[25 countries and companies, would 
achieve reductions as cheaply 
and as flexibly as possible. [...] 
Trading is already US 
industry's favourite option 
130 because of its flexibility. Mr 
Mike Shields of Detroit Edison, 
the US electricity producer, says 
sulphur dioxide trading has 
shown industry it can ‘get 
135 reductions taster and at lower 
cost than expected.’ And the 
concept is catching on elsewhere. 
Mr David Porter, chief executive 
of the UK's Association of 
140 Electricity Producers, is trying to 
interest his members in the idea 
for controlling carbon dioxide 
emissions from power stations. 
[...] Finally, trading could prove 
145 the best mechanism for drawing 
developing countries into the 
fight against global wanning 
without asking them to sacrifice 
their right to economic 
150 development. [...] 
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3c Comprehension 

1 Why is it considered necessary to reduce carbon dioxide emissions? 

2 What does Richard Sandor mean by‘cost effective' in relation to environmental 
protection? 

3 What are the main advantages of trading over traditional environmental 
regulation? 

4 What are the criticisms of SO : trading made by some environmentalists? 

5 Why must the S0 2 trading programme sometimes be supplemented by local 
controls? 

6 Which alternative method of reducing C0 2 pollution do the Americans reject? 

3d Vocabulary 

Find words or expressions in the text that mean the following. 

1 designers (of a plan) 

2 recommending 

3 realism 

4 sold to the highest bidder (whoever will pay the most) 

5 a financial penalty 

6 accepting or obeying a law, etc. 

7 excessive administrative work 

8 plan 

9 upper limit 

10 not strict or severe enough 

11 dealing with a difficult problem 

12 vaguely considered 

3e Writing 

Explain how S0 2 trading works, in about 50 words, using the following nouns 
and verbs: 

allocated permits emit purchase reduce sell surplus 

3f Discussion 

What do you think of the idea of controlling pollution by allocating a decreasing 
number of permits, rather than by taxation or other regulation? 

If you do not like this method, which methods would you prefer, and why? 
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Information technology 
and electronic commerce 


1 The dangers of information technology 

la Discussion 

Do you use a mobile phone? Do you use it for messaging and for internet access? 
Do you use e-mail? 

Do you use the internet as a source of information? 

Do you buy goods and services over the telephone (using call centres, help desks, 
etc.) or the internet? 

Do you prefer shopping this way, or do you prefer to see goods in shops, and 
have tace-to-face contact with people in offices? 

Have you ever had any problems with e-commerce (credit card debited but goods 
not delivered, etc.)? 

Are there any goods or services not currently available electronically that you 
think could or should be offeretl by 'dotcoms’? 

Do you regularly download words and music from the internet, or do you prefer 
CDs, newspapers, books, etc.? 

Do you think that, in the future, everyone will regularly use the internet for 
information or e-commerce, or will there always be people who do not use it, 
either out of choice or for economic reasons? 
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1b Reading 


Most people think that information technology and the internet represent 
progress, and are clearly a change for the better. 


Some people disagree. Ian Angell is the Head of the Department of Information 
Systems at the London School of Economics. He sees big problems ahead. 


Read this article and write a brief heading for each paragraph, summarizing its 
content. 


Battle stations 


where sales taxes are lowest. 

i 




nil t i r -< - ■■ 


We are at the threshold ot a new age 
of communication, and many 
observers appear to be feeling 40 to keep track of the activities ol 
optimistic about it. Information corporations and non governmental 
5 technology will bring knowledge and organizations that operate simul- 
power to the dispossessed, they taneously all over the world. Now 
predict, making life easier for that belter communications are 
everyone. Lor them, the internet is 45 increasing the globalization of 


and dispossess many people, civil 
70 unrest is inevitable. Information 
warfare will be commonplace 
between individuals, pressure 
groups, companies and the state. 
The dispossessed will hit 


the 


Another example is the regulation 

of large organizations. Governments . „ , . ,. 

.... . i, 75 cam tali sts where thev arc the most 

will find tt more and more difficult ' - J u " u “"' J 

vulnerable: in their computer and 


the ultimate democracy. Are they 
10 right? I doubt it. The optimists 
are ignoring the likelihood thal 
the new information technology will 
disenfranchise targe sections ot 
society. The certainties of the 20th 
15 century - in politics, economics, 
business and society ■ arc 
evaporating. Everything is changing, 
and anyone who does not embrace 
the change will go under. 


business, how can governments 
control companies that produce and 
sell in several different countries? 


20 So just how w ill the changes affect 
you and me, the governments we 
elect and the countries we live in ? To 


As with most new technologies, rich 
50 countries will be among the first to as more 
benefit. It won't be so rosy if you’re aut0 mated. 
poor. India and China are rapidly 
being wired up with mobile 
telecommunications networks. So, in 
55 theory, a small farmer from China 
will be able to exchange e-mail notes 
with his counterpart in India. But this 


tel ecom m un i c a l i on s i n t ras truclure. 

Criminals will be able to exploit 
people in the same way. The interne! 
80 makes it very difficult to police rogue 
traders because buyer and seller do 
not live in the same jurisdiction. It's 
clear what all this means: the 
underlying order of life is breaking 
85 up. Most of us are blind to the 
change. Drugs, crime and terrorism, 
once localized problems, arc now 
organized globally. Unemployment 
among the semi-skilled will increase 

production jobs are 


6 .... 


i r»ff rt 1 


Natural selection will decide which 
parts of societies will degenerate 
and which mutate into 


stable 


is likclv to remain a 'theoretical' ... ■ _ Q „, „ f 

., .... „ „n 95 survivors in the new environment ol 

possibility. How many Chinese small . _ „ 

begin with, as electronic commerce 60 fanners do you know who are ready 

grows, governments will find it to use the internet? Like traditional 

25 harder to raise taxes. Every day, networks, the internet will attract 

trillions of dollars move around the wealth along its highways. Those 

gl obal electronic money markets living off the beaten track will be cast 

as corporations carry out their 65 into obscurity. 

transactions in low-tax jurisdictions. 


30 As products and services thal 
have traditionally heen delivered 
physically are transferred electroni¬ 
cally, the tax deficit will grow. People 
are increasingly buying goods and 
35 services via the internet from 


In this way. information tech¬ 
nology will accelerate inequality. As 
this change is bound to alienate 


the Information Age. People w 
computer skills are likely to end up 
winners. Those without are likely 
to emerge as losers. I he power ol 
100 the nation slate will weaken, 
Communities thal invest substantially 
in communication technologies will 
thrive. Those that don’t, or those 
whose citizens are isolated from the 
105 new ways to communicate, will 
suffer. Change is inevitable, The 
Information Age will be kindest to 
those w ho adapt. 
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1c Comprehension 

Which of the following things does the author of the article believe? 

1 A new age ot communication is beginning. 

2 Consumers attempt to avoid paying taxes. 

3 Corporations attempt to avoid paying taxes. 

4 Drug smuggling and terrorism are local problems. 

5 Everyone has to adapt to the current political, economic and social changes. 

6 Governments can control multinational corporations. 

7 Governments will find themselves without enough tax revenue. 

8 Indian and Chinese farmers will soon be exchanging e-mails. 

9 Information technology will be available to everyone. 

10 Information technology will lead to increased unemployment. 

11 Information technology will lead to terrorism. 

12 Information technology will leave a large number of people without any 
power. 

13 Information technology will make governments stronger. 

14 People will have to adapt, as in Darwinian evolution. 

15 The internet is very democratic. 

16 The internet will lead to increased crime. 

17 The internet will make everyone's Life easier, 

J8 The new age of communication will give poor people knowledge and power. 

Id Vocabulary 

Match up the words on the left with the definitions on the right. 

1 threshold 

2 likelihood 

3 jurisdiction 

4 keep track of 

5 civil unrest 

6 rogue traders 


A beginning 

B criminals who do not supply goods customers have paid for 
C demonstrations against the government, riots, etc. 

D follow and control the development of 
E geographical area with a particular legal system 
F probability 
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1e Vocabulary 

1 Find the words or phrases in the text that mean the same as the following 
expressions. Several of the words or phrases you are looking for are used 
metaphorically. 


1 

people without belongings, money 

8 become marginal and 


or power 

unimportant 

■) 

to take away people’s power 

9 don’t see or understand 

3 

disappearing 

10 decline, get much worse 

4 

accept, take account of 

11 change (from one thing to 

5 

fail to survive 

another) 

6 

promising, hopeful 

12 grow and be healthy 

7 

in remote places, a long way from 



economic centres 


Which of the words or phrases selected in the previous question have the 

following literal meanings? 


1 

turning into vapour 

6 put your arms around someone 

2 

people whose property has been 

affectionately 


taken away 

7 to take away people’s right 

3 

to be sent to a dark place 

to vote 

4 

to change into a new 

8 in dense undergrowth or 


biological form 

jungle 

5 

to die (and be buried) or to drown 



If Discussion 

Which of Angell’s arguments do you agree or disagree with, and why? 

1g Writing 

Either summarize AngelTs arguments concerning the bad aspects of information 
technology in one or two paragraphs, or write a short account of why you 
disagree with his arguments. 


2 E-commerce 


Chris Peters is the manager of the Cambridge Arts 
Picture House, part of a chain of British cinemas. 
The cinema advertises its programmes on the 
internet, and sends weekly e-mails to 4,000 
members (in a town with a population of only 
112,000 people). 



I Chris Peters 
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1 Listen to Chris Peters, and then briefly summarize his explanation of how 
these publicity tools work, using the following words. 

website e-mail programme members online 


2 Listen to the interview again. What are the verbs Chris Peters uses that mean: 


1 managing the bar 

2 planning the programme of films 

3 emphasizing or encouraging the 
website and the e-mail systems 


4 to promote forthcoming special events 

5 to reserve a ticket via the internet 

6 contacting people directly at work or 
at home 


3 What do the expressions in italics mean? 

1 "which is streets ahead of any other 3 "it takes ages to watch them all 3 

Picture House cinema’ 4 it’s a worthwhile tool’ 

2 ‘that’s a phenomenal task ’ 


3 Role play 

The Palmtop Shop is a small store in the town centre selling handheld 
computers. Palmtops and PDAs (personal digital assistants). It employs two 
full-time staff - the owner and a salesperson - and an extra salesperson on 
Saturdays. The owner is thinking about opening a website and setting up 
an e-commerce department. The Saturday salesperson, a computer science 
student, thinks e-commerce is the future, and that the store should be 
closed and turned into an online business. The full-time salesperson is 
opposed, preferring to work with customers rather than process electronic 
orders. A sales representative for a PDA manufacturer, who knows the shop 
and its staff well, thinks the shop should expand into other products - 
laptop computers, mobile phones, etc. — whether they sell them in the 
store or online. He/she would also like a job with the company. These four 
people meet to discuss the future of the business. 



Your teacher will give you further details about the roles (from the Teacher’s 
Book). In a group, you have to prepare a role: what you will say in the meeting? 
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UUK OU Entrepreneurs and 

venture capital 

All companies need staff specialized in the various functions of a business - 
production, marketing, finance, accounting, human resources, R&D, etc. They 
also need both ideas and the capital necessary to turn them into goods or 
services, but ideas and capital are particularly important for new companies 
(start-ups). This unit is about entrepreneurs and the companies that raise finance 
for them. 

1 Market opportunities and venture capital 

la Discussion 

Have you ever had vague ideas for new products and services, and later seen 
them developed by an entrepreneur or an established company? 

Do you have ideas for new products and services right now? 

What personal qualities and skills do you think an entrepreneur needs? What 
sacrifices do you think they have to make in their lives to succeed in business? 

Would you like, one day, to run your own company, and be ultimately 
responsible for all aspects of it? Do you think that if you saw a market 
opportunity you would be able to develop a strategy, raise finance, set up and 
manage a company, take care of marketing, advertising and sales, and beat the 
competition? 

1b Vocabulary 

You will hear Ed Coombes, of Cambridge Capital Partners, talking about his 
work in raising funds for new companies. This exercise defines some important 
words and expressions used in the interview. Which word or expression is 
defined in each case? 

1 The possibility of providing a new product or service to satisfy particular needs. 
A market capitalization B market opportunity C market penetration 

2 People with a lot of money at their disposal. 

A capitalists B entrepreneurs C high net worth individuals 

3 Adjective describing investors who do not want to take risks with their money 
A risk averse B risky C speculative 

4 Adjective describing companies whose shares are traded on the stock exchange. 

A cited B listed C short-listed 

5 Money paid to professional people for a joh of work done. 

A tee B wage C bonus 

6 Another word for stocks or shares: a company’s own capital. 

A bonds B equity C liabilities 














7 The day-to-day expenses of operating a business. 

A opportunity costs B running costs C variable costs 

8 The attempt to increase or maximize sales, and get a large number of customers. 
A market concentration B market penetration C market segmentation 

9 Directors who do not work full time for a company, but advise it about strategic 
issues. 

A executive directors B non-executive directors C vice-presidents 


1c Listening H]>» 

Listen to the first part of the interview, in which Ed Coombes explains 
what Cambridge Capital Partners do, and answer the questions. 

1 What is the market opportunity that has opened up for investors? 

2 Why are pension funds now investing in such companies? 

3 How do corporate finance teams get paid? 

Id Listening nj)) 



Listen to the second part of the interview, in which Ed Coombes talks about 
business plans, and complete the contents page of a typical business plan. 


| Ed Coombes 


Business plan 


Contents 

Executive Summary 

Chapter 1: What the company is going to do 


Chapter 2: 
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Chapter 3: Strategy: how we will deploy the investment 
Chapter 4:... 
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Chapter 6:...... 


Chapter 7:. 
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Chapter 8: 
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1e Listening 0)) 

Listen to the third part of the interview, and answer the questions, 

1 Which parts of the business plan are investors most interested in? 

2 What do investors need to know about competitors? 

3 What do investors need to know about revenue? 
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4 What kind of managers do investors prefer to sec in start-up companies? 

5 Why are non-executive directors important to a company? 

6 What criticisms does Ed Coombes say can often be made of entrepreneurs? 


2 Equilibrium and entrepreneurship 

2a Vocabulary 

This exercise practises some ot the vocabulary in the text on entrepreneurs that 
follows. 


1 

1 

2 

3 

4 

5 

6 

7 

8 

2 


Match up the words and definitions. 


economic agents 
foresight 

to maximize utility 

expectations 

entrepreneur 

alertness 

ignorance 

awareness 


A a person who starts a business 

B being quick to see, understand or act in new situations 

C individual consumers, households, companies, 
organizations, etc. 

D knowing or being conscious of something 
E not knowing about something 
F seeing what will happen in the future 
G to do what you preler to do, at the lowest possible cost 
II what people think or anticipate will happen in the future 


Match up the words and phrases below into pairs that mean (nearly) the same. 


a way adjustments 
ceased fully opportunity 
short-lived struggle 
to assume to occur 
unimaginable 


stopped or ended to take place 
completely small changes 
a means fight 
to suppose or believe 
inconceivable temporary 
possibility 


2b Reading 

While reading the text, decide which paragraphs 
could be given the following headings. 

—.Economic equilibrium 

..Entrepreneurs and managers 

Ignorance and alertness 

..Perceiving opportunities 

.The existence of disequilibrium 

.The problem of change 



I Stelios Haji-Ioannou, 
entrepreneur and 
chairman of easyjet 














IN PRAISE OF ENTREPRENEURS 


A Mainstream neoclassical economics assumes that economic agents, with perfect 
knowledge and perfect foresight, 'maximize utility’, i.e. they choose the least expensive 
means to satisfy their preferences. Their fully rational decisions lead to actions that 
rapidly converge to an economic equilibrium. Prices and quantities 'adjust themselves’ 
until supply meets demand. Consequently economic profits and losses must be non¬ 
existent or at least very short-lived. 

8 Yet the equilibrium approach does not explain how change can occur. It presupposes 
that agents’ expectations are always fulfilled and their plans are successfully carried 
out, so they never find themselves in a situation in which they have to change their 
beliefs or actions. It describes an end state, in which all equilibrating adjustments have 
occurred and entrepreneurial activity has ended. General equilibrium analysis assumes 
that all profit opportunities have already been identified and eliminated. Instead of 
understanding competition as a process in which participants in a market struggle to 
beat each other, it describes a state of affairs in which any such struggle is both 
unnecessary and inconceivable. 

C This static view of the economy does not leave any space for real human beings to act, 
to make choices, or to use their imagination. It does not contain a role for the 
entrepreneur, or for profit and loss. In other words, equilibrium economics simply 
assumes away the most difficult - and interesting - problems in a commercial society: 
imperfect information, uncertainty, change, learning, discovery and conflict This may 
be because they are all a result of disequilibrium situations. 

D The 'Austrian School' of economics, on the contrary, regards people as sources of 
never-ending change, inquisitiveness, alertness, and creativity. They believe in the 
existence of 'radical ignorance! Market exchanges may not take place because 
producers are unaware of consumers’ wants or of the possibility of satisfying them. 
Real markets are not states of perfect knowledge. They are full of undiscovered but 
profitable 'facts! The ignorance of economic agents leads to disequilibrium prices. 
These provide profit opportunities that attract the attention of aiert entrepreneurs, 
stimulating them to discover previously unconsidered alternatives. 

E Entrepreneurship consists of alertness to instances where the presence of radical 
ignorance prevents resources from being used in the best way. The entrepreneur 
discovers a profitable way of satisfying needs. He or she perceives an opportunity to 
serve the market better than it is currently being served. Such opportunities are not 
automatically exploited when the expected price of a product is higher than the 
market prices of production: they first have to be noticed or discovered. 

F Thus according to this logic, profit does not come from land, labour, capital, or 
the technological knowledge of how to turn inputs into outputs, but from 
mental alertness. Entrepreneurial knowledge consists of the awareness that it is 
profitable to produce a product, rather than knowledge of how to produce it. Like 
management, technical knowledge is part of the labour input. The entrepreneur sees 
the possibility of new products, or of new technologies, production processes, forms 
of organization, marketing techniques and distribution methods. Many of the best- 
known entrepreneurs are more interested in - and better at - starting companies 
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than running them. They hire 
experienced people to do this 
and move on to a new idea. For 
example, the British-based Greek 
entrepreneur Stelios Haji-loannou 
founded the low-cost airline 
easyJet in 1995, the chair of 
internet cafes easylnternetCafe 
in 1999, the low-cost car-hire 
company easyCar in 2000, and 
two further companies in 2001. 

2c Comprehension 

According to the text* are the following statements TRUE or FALSE? 

1 According to the general equilibrium model, it is impossible for large quantities 
of goods to remain unsold for any length of time. 

2 According to the general equilibrium model, long-term unemployment cannot 
exist. 

3 According to the general equilibrium model, businesses cannot lose money, 

4 General equilibrium theory disregards the role of aggressive competition in 
business. 

5 General equilibrium theory accepts the existence of long-term disequilibria. 

6 The Austrian School assumes that all economic agents are ignorant, 

7 Entrepreneurs can make a profit by finding new ways to serve customers. 

8 Entrepreneurship is more a matter of knowing what can be done rather than 
knowing exactly how to do it. 

9 Knowledge is more important than the physical factors of production, namely 
land, labour and capital. 

10 Entrepreneurs are not very good at managing companies. 

2d Discussion 

Do you agree that standard economic theory is inadequate because it disregards 

the role of entrepreneurs, human alertness and creativity? 
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Appendix 

Unit 11 Advertising Id 

In the survey, from the Harvard Business Review ('Businessmen Look Hard at Advertising 5 , 
by Stephen A. Greyser and Bonnie B. Reece), the questions were answered by a specially 
chosen sample of subscribers, two thirds of whom were top or senior managers, 

The numbers of respondents who agreed with the statements were as follows: 

1 90% 2 72% 3 85% 4 51% 5 41% 6 49% 7 60% 8 57% 

Many people are shocked by the figures for statements 3, 4 and 7, especially as people in 
the advertising business generally argue that no amount of persuasion will ever make people 
purchase something they do not want (or at least that no amount of advertising will 
produce the repeat purchases that are necessary if a product is going to survive for any 
length of time), and that consumers are adequately protected from misleading advertising 
(ads that give false information). 
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Language reference 

Numbers 

Quite apart from aU the concepts and English words contained in this book, 
everyone working in business in English will, sooner or later, need to say 
numbers, in meetings or on the telephone. This usually requires practice. 


1 Zero, oh and nought 

For the number 0 on its own, wc say zero. 

Before a decimal point we say either zero or nought: 

0.5 zero point five or nought point five 

After a decimal point we say oh: 

0.001 nought point oh oh one 

We also say oh in telephone numbers, years, hotel room numbers, bus numbers, etc. 

0121-602 0405 Her number is oh one two one, six oh two, oh four oh five. 

1805 The Battle of Trafalgar was in eighteen oh five. 

Room 802 I’m on the top floor, in room eight oh two. 

(For football scores we say nil: Real Madrid three, Ajax Amsterdam nil (3—0); for 
tennis we say love: 15-0, fifteen-love. Nobody knows why!) 


2 Points and commas 

In English we use a point (.) and not a comma (,) for decimals. Wc only use 
commas when writing numbers greater than 999: 

15,001 fifteen point oh oh one 

15,001 fifteen thousand and one 

3 Decimals 

In English, we usually read all the numbers (digits) after a decimal point separately, 
especially if there arc more than two decimal places: 

0.125 nought point one two five 

5.44 five point four four 

3.14159 three point one four one five nine 

0.001 nought point oh oh one 

Another way of saying 0.001 is 10" 5 ten to the power of minus three 

If you say 0.125 as zero point a hundred and twenty-five, an English speaker will 
instinctively hear 125, and ignore the zero point, thinking that you have made a 
mistake, or changed your mind while speaking. If you are doing deals on the 
telephone, you could quickly lose a lot of money by getting this wrong ... 









But if the number after a decimal point represents a unit (of money, etc.) it is read 
like a normal number: 

£1.50 one pound fifty 

$3.15 three dollars fifteen 

2m 18 two metres eighteen 

4 Telephone and fax numbers 

We usually say telephone and fax numbers (and car registration numbers, bank 
account numbers, and so on) as individual digits: 

010 41 01273 315052 oh one oh, four one, oh one two seven three, 

three one five, oh live two 

An exception is ‘doubles’: 

0171-225 3466 oh one seven one, double two five, three four double six 


5 Hundreds, thousands, millions and billions 

100 a hundred 

200 two hundred {not two hundreds) 

1,000 a thousand 

100,000 a hundred thousand (nor thousands) 

1,000,000 a million {or 10 6 , ten to the power of six) 

1,000,000,000 a billion (or 10 y ) 


One difference between British and American English is that Americans do not use 
an and between the hundreds and tens. 


For the British, 123,456 is: 

a hundred and twenty-three thousand, four hundred and fifty-six 
For Americans it is: 

a hundred twenty-three thousand, four hundred fifty-six 

In the singular, the words hundred, thousand, or million are preceded by a or one: 

We hired a hundred new workers. 

There are over one million potential customers. 


In imprecise numbers, hundreds, thousands or millions take a plural: 

We’re selling thousands a month. 

We re earning millions of pounds. 

In precise numbers, or after several and a few, hundred, thousand or million do not 
take a plural: 

To be precise, we have sold eight thousand four hundred and twenty. 

Several thousand people have bought the new model. 

We expect to sell a few hundred a week from now on. 
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6 Years 


The number 2,015 is: 

two thousand and fifteen 

The year 2015 is: 
twenty fifteen 

7 Square, cube and root 


10 2 

ten squared 

10 3 

ten cubed 

V5 

the square root of 5 


8 Fractions 

Apart from \ (a half), J (a quarter) and | (three-quarters, sometimes three-fourths 
in the US), fractions arc mostly like ordinal numbers (fifth, sixth, seventh, twenty- 
first, thirty-second, etc.); 


etc. 

a third, a fifth, a sixth, etc. 

3I 

--*2 

three and a half 

z 4 

two and three-quarters 




9 Calculating 

10 + 6 = 16 ten plus six is sixteen 

ten and six equals sixteen 

10-4 = 6 ten minus four is six 

ten take away four equals six 


10 x 6 = 60 ten times six is (or equals) sixty 

ten multiplied by six is/cquals sixty 

10 -r 6 = 1.666 ten divided by six is one point six recurring 


Remember to pronounce the s - in fact Izt - in equals. It is singular: the total of 
everything on the left side equals everything on the right side. 


The verbs arc to add, subtract (or deduct, but not deduce), multiply and divide. 


Other ways of saying divide are per: 


Fr/S 

francs per dollar 

8% p.a. 

eight percent per annum 

and over: 


(x —y)/z 

x-minus-y, over z 

x - y iz 

x minus y-over-z 

The per in percent is never stressed: we say per'CENT. 
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10 Numbers as adjectives 

When a number is used before a noun, like an adjective, it is always singular: 

a fifty-minute lesson a twelve-week term 

a twenty-minute walk a ten thousand pound car 

a ninety-five dollar price cut a six-month waiting list 

a one and a half litre bottle a twenty degree fall in temperature 

Exercise 1 

Look back at Unit 13, and read the following numbers out loud: 

1 Nokia's operating profit in 1999. 

2 The change in net working capital in 2000. 

3 The largest figure to appear in any of the three statements. 

Exercise 2 

Say the following: 

1 In my first job, in 1976,1 earned £38 a week, which was exactly £1,976 a year. 

2 Today they’re buying yen at 119.92 and selling them at 120.01. 

3 It’s either 0.431 or 4.031, l can’t remember. 

4 $1,000,000? But that’s over €1,090,000! 

5 No, it’s 12,231 not 12.231! 

6 You can fax them on 066-22 27 47. 

7 For further information, call 0171 -359 0131. 

8 He’s 2mll tall, like a basketball player. 

9 It only cost € 13.95. 

10 It’s somewhere between 2jj and 2j. 

11 27 X 365 is 9,855, plus 7 for leap years, plus 2x31, and 2 x 30, plus 16 days - 
I’m 10,000 days old today! 

12 The equation is x : - y’ = z. 

Exercise 3 [£]>)) 

Listen to the utterances on the recording, and write down the numbers and 
formulae that you hear (not the complete utterances). Listen again, and check what 
you have written. 

Word stress 

Knowing which syllable of a word has the strongest stress is important. Bad stress 
by non-native speakers is a bigger problem than bad pronunciation, and makes 
understanding difficult. 

The basic rules for placing stress in English are as follows: 

one syllable of nouns ( business), verbs (purchase), adjectives ( expensive } and 
adverbs (quickly) is stressed 

prepositions (in, at, to ), pronouns (he, me ), and articles (a, the) are unstressed 
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With one-syllable nouns, verbs, adjectives and adverbs, there is obviously no problem 
which syllable to stress! With words of two or more syllables, there is a problem ... 

1 The usual rule for two-syllable words is that wc stress the first: 

'market 'commerce 'wholesale 

2 In words of three syllables, we also usually stress the first: 

'usually 1 capital 'syllable 'difficult 

3 In words ot four or more syllables, wc usually stress the third syllable from the 
end: 

e'eononty economical manu'facturer 

Obviously, this 'rule 1 won’t help you when you’re in the middle of an utterance, but 
it will be useful for words you’ve only read and never heard pronounced. 

4 But it must be remembered that, especially in British English, some words are 
‘reduced' to two syllables {e.g. 1 business , 'interest) and other longer words to three 
syllables (and consequently stressed on the first). The letters marked / / are not 
pronounced: 

int/e/resting secret/a/ry mis/e/rable diction/a/ry comf/or/table 

5 However, there are lots of exceptions to these rules. For example (Latin) prefixes are 
usually not stressed (an exception being the pre- in ’preftxl): 


CO* 

col' lect 

un- 

an'kind 

con- 

con'nect 

in- 

in'sist 

com- 

com* ply 

ex- 

ex'pect 

pro- 

pro'vide 

mis- 

mis'take 

pre- 

pre 1 pare 


etc. 


6 There is a large group of words of two syllables which exist both as a verb and as a 
noun or adjective, which are stressed on the first syllable of the noun or adjective, 
and the second syllable of the verb. For example: 

We expect our main supplier to in'crease its price again. In fact, it'll be the third 
1 increase in two years. 

ties looking for 'finance. He wants someone to fi'nance it 

Other common two-syllable words that follow the same stress pattern include: 


conduct 

discount 

permit 

survey 

conflict 

esco rt 

present 

suspect 

construct 

export 

produce 

transfer 

contest 

extract 

progress 

transport 

contrast 

import 

protest 


convert 

insult 

refund 


decrease 

perfect 

reject 



Because of this rule, and the large number of verbs that begin with a prefix, more 
two-syllable verbs are stressed on the second syllable than on the first (despite ‘rule’ 1 
above). 
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Where these words are also adjectives (a ' perfect product, a 'suspect package)-, Lliey 
are stressed like the noun. Where the adjective resembles the past participle of the 
verb (perfected, con'tested, extracted, im'ported, etc.) it is stressed on the second 
syllable, like the verb. 

7 Suffixes are usually unstressed, except for: 


-'ation 

calculation 

operation 

transportation 


-'ition 

tech'nician 

recognition 

petitioning 


-'otion 

pro'motion 

promotional 

locolnotion 


-'ution 

solution 

distribution 

revolutionary 


-ee 

employee 

trai'nee 

guarantee 

interview'ee 

-eer 

ca 'reer 

engi'neer 



-ique 

u'nique 




-esque 

grotesque 




-esce 

convalesce 




-oon 

cartoon 





Suffixes do not normally change the “three-syllable rule’ so 'advertising and 
'organizer arc stressed on the first syllable, despite being four-syllable words. 

8 There are various regular patterns in English of syllables (often at the end of a 
word), that come just after a stressed syllabic: 

a Words ending in -ic, -teaI and -ically are usually stressed on the previous 
syllable: 

strategic dy'namic eco'nomic analytical systematically 

b Words ending in -ial and -uai are usually stressed on the previous syllable: 
'actual cam'mercial es'sentiaJ beneficial individual 

c Words ending in -ible, -ity and -ify are usually stressed on the previous syllable: 

'flexible impossible complexity responsibility 'classify 
diversify 

d Words ending in -ious, -eous and -uous are usually stressed on the previous 
syllable: 

'obvious industrious spontaneous simultaneous superfluous 
ambiguous 

e Words ending in -or are often stressed on the previous syllable: 
in'ventor cre'ator redactor 

9 With initials, we stress the final one: 

AG'M BB'C CE'O CNN E'U FB’I GD’P IBM IMP MB'A 

OECD Ph'D R&’D TQ'M U'N US'A USP VA'T VIP VP 

Exercise 4 

What do the initials above stand for? Say and then write down the names, marking 
the stressed syllables. 

10 Notice that, according to the rules above, the stress can change in groups of words: 

'commerce com 'mercial commerciali'zation 
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e'conomy economic econometric 

'photograph photographer photo'graphic 

'product production productivity 

Exercise 5 1]))) 

Read through the following paragraph, and mark the stressed syllables, either by 
underlining them, or - as is 'usually done in 'dictionaries - by 'adding a ' be'forc the 
'stressed 'syllable. Then listen to the speaker - Denis MacShane, in Unit 1 - to check 
your answer. 

I think manufacturing will change, convert itself. There are many new products 
that have to be invented to serve new needs, and they can he made in the 
advanced countries because in tact the technology of production means you 
need very little labour input. I’m holding in my hand a simple pen that British 
Airways gives away to its passengers. It is made in Switzerland, a pen, a low-tech 
product, made in Switzerland, with the highest labour costs in the entire world, 
and British Airways, a British company, having to pay in low value pounds, is 
buying from Switzerland a manufactured product. Now what's going on here? It 
seems to me that the Swiss - and they also manage to do it with their watches, 
the famous Swatch - have stumbled on a new secret, which is how to make low- 
tech products, sell them profitably, but actually make them in a country where 
in theory there should be no more manufacturing, and if you look at any of the 
successful economies of the 1990s, they all have a strong manufacturing 
component. 

Word groups 

There are many 'word groups' in English, such as verbs that also exist, with an 
added suffix, as a noun, adjectivefs), and adverb, such as direct (verb), direction, 
director, direct (adjective), indirect, directly : There are some more examples in the 
box below. 


Verbs 

Nouns 

Adjectives 

Negative adjectives 

achieve 

achievement 

achievable 

under-achieving 

analyse (GB) 
analyze (US) 

analysis 

analytic 

analytical 


compete 

competition 

competitor 

competitiveness 

competitive 

uncompetitive 

control 

control 

controller 

controlled 

controlling 

uncontrolled 

coordinate 

coordination 

coordinator 

coordinated 

uncoordinated 

economize 

economy 

economic 

uneconomic 


economics 

economist 

economical 

uneconomical 

manage 

management 

manager 

manageable 

managerial 

unmanageable 

organize 

organization 

organizer 

organized 

disorganized 


responsibility 

strategy 

strategist 

responsible 

strategic 

irresponsible 
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You will notice that common suffixes in English include: 

For adjectives: -able, -ible, -ive, as well as the verb forms -ed and -ing 
For nouns: -ation, -ment 

For occupations* -or, -er, -ist 

Common suffixes for abstract nouns are -hood, -ship and -dom ( likelihood, 
proprietorship, freedom). 

Most adverbs end in -ly (competitively, directly, economically, productively) but 
several adverbs of direction end in -wards (upwards, backwards, etc.). 

Negative prefixes include un-, in-, and dis- ( uneconomic, indirect, dishonest). 

In- becomes il- before 1 (illegal), im- before m or p (immature, impossible) and ir- 
befbre r ( irrational). 


Exercise 6 

Complete the gaps in the following box 

Verbs Nouns 


administer 


administrator 
. classification 

develop 

developer 

innovate 

.. ■ ■ ■ ■ ■ * r 1 ■ ■ ■ ■ ■ i 

innovator 

plan 

planner 


Adjectives Negative adjectives 

administrative 

classified unclassified 

classifiable 

developed . 

developing 

developmental 


planned unplanned 


Describing trends or movements 

in graphs 


To go up (a little) 


To go down (a little) 

Nouns 

Verbs 

Nouns 

Verbs 

an increase 

to increase 

a decrease 

to decrease 

a rise 

to rise 

a fall 

to fall (off) 

a growth 

to grow 

a drop 

to drop 

an improvement 

to improve 

a decline 

to decline 

an upturn 


a downturn 



to go up 


to go down 




to slip 

an upward trend 


a downward trend 


To go up a lot 


To go down a lot 


/ 


V* 


Nouns 

Verbs 

Nouns 

Verbs 

a surge 

to surge 


to plummet 

an upsurge 


a plunge 

to plunge 


to take off 

a slump 

to slump 


to shoot up 

a crash 

to crash 
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Nouns 

Verbs 

Nouns 

Verbs 


to soar 


to sink 


to rocket 

a tumble 

to tumble 

a jump 

to jump 



a leap 

' to leap 




No change 

Change of direction 


— ► 

/V 

V 

to remain stable 

to peak 


to level off 

to reach a peak 

to reach a low point 

to stay at the same level 

to top out 

to bottom out 

to remain constant 


to recover 

to stagnate 


to rebound 

to stabilize 


to revive 


To describe the degree of change 



Adjectives 


Adverbs 


a dramatic 

rise or fa!! 

to rise or fall 

dramatically 

considerable 



considerably 

Sharp 



sharply 

significant 



significantly 

substantial 



substantially 

moderate 



moderately 

slight 



slightly 

To describe 

the speed of change 



Adjectives 


Adverbs 


an abrupt 

rise or fall 

to rise or fall 

abruptly 

a sudden 



suddenly 

rapid 



rapidly 

quick 



quickly 

steady 



stead i ly 

gradual 



gradually 

slow 



slowly 


Notice that: 

The verbs rise , grow, increase ♦ and so on are not followed by the preposition up. 
The verbs fall, drop, decrease , and so on are not followed by the preposition down. 

Prepositions 

to rise from £lm to £2m to fall from $2m to $lm 

to increase by 100% to fall by 50% 

a decrease Of 50% 
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Exercise 7 

Look at the graph below, which shows the US inflation rate from 1929—2000 {as 
measured by the consumer price index). Write eight sentences describing it, using 
verbs, nouns, adjectives and adverbs from the list above. 

e.g. There was a dramatic rise in inflation in the second half of the 1940s } after World 
War Two. 



Adjectives for countries and nationalities 


Various nationalities are mentioned in Unit 7. The most common suffixes (endings) 
for nationalities (and the adjectives from countries) in English are: 

-ian -an -can -ish -ese -i 

The English names of many countries end in -ia (Albania, Algeria, Australia, 
Austria, etc.). The adjectives from these countries end in -ian. So do the adjectives 
from: 

Argentina Belgium Brazil Canada Egypt 

Ghana Hungary Iran Italy Jordan 

Mozambique Norway Palestine Peru Ukraine 


The adjectives from the following countries end in -an or -ean: 


Angola 

Libya 

South Africa 
Venezuela 


Chile 
Mexico 
Sri Lanka 
Zaire 


Germany 

Morocco 

Uganda 

Zimbabwe 


Kenya 

Paraguay 

Uruguay 


Korea 

Singapore 

USA 
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The adjectives from the following countries end in -ish: 

Britain Denmark England Finland. Ireland 

Poland Scotland Spain Sweden Turkey 

The adjectives from the following countries end in -ese: 

Burma China Japan Lebanon Nepal 

Portugal Senegal Sudan Vietnam 


I he adjectives from the following countries end in -i: 

Bangladesh Iraq Israel Kuwait 

Oman Pakistan Yemen 

Exercise 8 

What are the adjectives from these countries? 

Bangladesh Belgium Ethiopia Ireland 

Lebanon Morocco Norway Peru 


Korea 

Turkey 


Exercise 9 

The adjectives from these countries are irregular. Do you know them? 


Afghanistan 

Netherlands 


Czech Republic Greece 

Switzerland Thailand 


Philippines 

Wales 


Verb constructions 

In English, when two verbs come together (when a second verb is dependent on a 
preceding verb), the second verb can be: 

an infinitive (with or without the preposition ‘to 1 ) 

a gerund C-ing 1 ) 

part of a clause beginning with 'that‘if../, and so on 

Some verbs can take only one of these forms; others can take two or three forms. 
For example: 

You must go. 

He wants to go. 

Try to go tomorrow. 

Try going tomorrow. 

We’ve decided on going next week. 

We’ve decided to go next week. 

We’ve decided that we’ll gt) next week. 

188 Language reference 









There is no logical reason for many of these verb constructions, so there is no easy 
way of learning them. But there are some groups of similar verbs that you may be 

able to memorize. 

1 The following verbs are followed by an infinitive without ‘to’: 

can could may might must 

should will would had better would rather 

2 The following verbs already contain to, and arc followed by an infinitive: 

have to ought to *used to 

* The verb used to, describing a habitual past action, which is followed by an 
infinitive, is not the same as the adjective used to in the expression T am used to 
meaning 'I am accustomed to which is followed by a gerund. 

3 The verbs make and let are followed by an infinitive without ‘to’: 

to make someone do something 
to let someone do something 

The verb help can be followed by an infinitive with or without‘to’: 

She helped me do it. She helped me to do it. 

4 In the passive form, the verbs allow, enable and permit are followed by an 

infinitive with ‘to’: 

You are not allowed to do that. 

In the active form, it the verbs allow, enable and permit are followed by another 
verb, they require an object (a noun or pronoun) plus an infinitive with ‘to’. 

To allow/ enable/permit someone to do something: 

This will allow us to expand into South East Asia. 

This will enable the company to raise more capital. 

This will permit them to be more competitive in their retail operations. 

5 You forget, remember, and regret doing something in the past. 

You forget, remember, and regret to do something that has to he done. 

/ remember doing that in the first year at university. 

Did you remember to phone him this morningf 
No, 1 forgot to make a note of his number. 

I regret to inform you that you’re fired! 

6 Some English verbs arc always followed by a preposition if used in a long clause. 
For example: 

I apologize. I apologize for being late. 

I insist. I insist on being consulted. 

If you do not know the preposition, it is impossible to use the verb correctly. On 
the other hand, if you do know a verb + preposition construction, you can be 
sure that if it is followed by a second verb, this will be a gerund. 








These verbs are followed by a preposition and a gerund: 


abstain from + -ing 
approve of 
4 blame for 
^confess to 
cope with 
4 discourage from 
indulge in 
joke about 
participate in 
profit from 
"punish for 
"save from 
4 warn about 


4 accuse of 
assist in 

Complain about 
consist of / in 
'decide on / against 
"dissuade from 
enquire about 
took forward to 
persist in 
"prohibit from 
refrain from 
succeed in 
worry about 


apologize for 
^believe in 
concentrate on 
contribute to 
"deter from 
dream of / about 
insist on 
object to 
"prevent from 
protest about / against 
rely on 
"suspect of 


* These verbs usually have the construction: 

verb - person or pronoun (someone) - preposition — gerund 
(e.g, to accuse someone of doing something) 

? These verbs can also be followed by a 'that clause (without the preposition). 

The verb decide can also be followed by an infinitive with ‘to) 

It is necessary to distinguish between verbs followed by an infinitive with To' (I 
want to go; l expect to win), and the verbal forms above which themselves include 
the preposition To T (and are therefore followed by a gerund). 

7 Some adjectives, usually used with the verb to be, are also followed by a 

preposition and a gerund. These include: 


accustomed to 
capable of 
frightened of 
proud of 
used to 


annoyed about 
doubtful about 
guilty of 
responsible for 


ashamed of 
fed up with 
interested in 
serious about 


aware of 
fond of 
keen on 
tired of 


8 The following verbs concerned with future plans and. desires are followed by an 
infinitive with ‘to’ ( I want to go): 

aim expect hope intend 

mean * plan want would like 

* If mean has the sense of involve it is followed by a gerund, e.g. This will mean 
moving to a new house. 

9 The verbs like, love and hate can be followed by either an infinitive with ‘to’ or a 
gerund, Other verbs concerning likes and dislikes are usually followed by a gerund: 

adore can’t stand detest dislike 

enjoy fancy feel like loathe 
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10 Many verbs involving encouraging or forcing another person to do something 

take the infinitive with ‘to’: 

cause command compel convince encourage 

force incite induce inspire oblige 

order persuade tempt urge 

However, equivalent negative verbs are often followed by a preposition and a 
gerund: 

to deter, discourage, dissuade someone from doing something 

11 The following verbs are difficult to classify into meaningful groups. 

These verbs are followed by an infinitive with ‘to’: 


4 advise 

afford 

"agree 

appear 

^arrange 

4 ask 

attempt 

be able 

4 bribe 

challenge 

? claim 

demand 

fad 

'guarantee 

hesitate 

invite 

manage 

offer 

promise 

refuse 

seem 

stay 

4 

struggle 

4 teach (how) 

4 tell (how) 

tend 

* train ( how) 

^understand (how) 

undertake 

volunteer 

1 wish 

wonder (how) 



These verbs are followed by a gerund: 



acknowledge 

? admit (to) 

avoid 

cannot help 

carry on 

Consider 

contemplate count on 


defer 

delay 

deny 

finish 


give up 

^imagine 

involve 

keep on 


"mind 

miss 

practise 

postpone 


put off 

resist 

j. , | 

^risk 

suggest 



* Indicates that the construction is often‘to (verb) someone to (infinitive) 
something”. 

* Indicates that the verb can also be followed by a ‘thatclause. 


These verbs can be followed by either an infinitive with ‘to’ or by a gerund: 

begin continue forbid hate 

like love 4 need prefer 

propose recommend start ^stop 

4 I need to repair this. The car needs repairing. 

You can stop doing something in order to do something else. 

He stopped smoking last summer. 

He stopped /writingJ to look up a word in the dictionary. 


> 


a 
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In the following three exercises, you have to write out the sentences, using the 

correct form of the verbs in brackets, adding prepositions or other words as 

necessary. Use the simple present and past tenses where possible. 

Exercise 10 

1 Three of the bank’s employees were (accuse) yesterday (buy) shares while in 
possession of inside information. 

2 The treasurer (admit) (lose) $10,000 of the company’s money in a Las Vegas 
casino. 

3 The consultants (advise) the company (restructure) its middle management. 

4 The management (agree) (show) the documents to the trade union 
representatives. 

5 Buying just one ordinary share will (allow) (vote) at the Annual General 
Meeting. 

6 The production manager (apologize) (arrive) late for the meeting. 

7 I have (arrange) (come back) at short notice if any problems arise during my 
holiday. 

8 Because of the cash How crisis, the company (attempt) (borrow) a further 

$ 100 , 000 . 

9 The company’s staff were asked to (avoid) (speak) to journalists. 

10 We are not (aware) (lose) any customers because of these delays. 

11 The company (believe) (distribute) profits among both staff and shareholders. 

12 Quality problems were (blame) the company (lose) 20% of its market share. 

13 The new factory must (be capable) (produce) a range of different products. 

14 i hate fog. I (can’t stand) (wait) for hours at airports. 

15 Despite the mixed market research reports, wc are going to (carry on) (develop) 
this product. 

16 The R&D department (complain) (lose) 10% of its budget. 

17 Rather than diversifying, we are going to (concentrate) (make) our traditional 
products. 

18 1 would like to thank all of you for (contribute) (increase) our sales this past 
year. 

19 OK, you have (convince) me (stay) with the company. 

20 We cannot (count on) (remain) market leader for ever. 

Exercise 11 

1 We have (delay) (introduce) the product until the New Year. 

2 The advertising department (deny) (mislead) the public about the product. 

3 Because of our huge advertising budget, competitors (deter) (enter) the market. 

4 This joint venture will (enable) (enter) the Chinese market. 

5 Do you really (enjoy) (work) 50 hours a week? 

6 The company (fail) (increase) its sales in the first quarter of the year. 

7 The government wants to (forbid) companies (advertise) alcoholic products on 
television. 
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8 I (forget) (arrange) the meeting with the suppliers. 

9 Many middle managers say they (be frightened) (lose) their jobs. 

10 We’ll probably (give up) (send) publicity material to schools and universities. 

11 We (guarantee) (provide) free after-sales service for two years. 

12 You (had better) (check) those figures before the meeting on Monday. 

13 The new law should (help) investors (understand) a company’s financial 
situation more easily. 

14 You really ought to (enquire) (join) the employers’ association. 

15 The union representative (insist) (speak) to the managing director. 

16 The company (be interested) (expand) into Latin American markets. 

17 The marketing department (be keen on) (increase) the proportion of sales on 
credit. 

18 Wc intend to (let) each subsidiary (decide) for itself. 

19 In the hope that my proposition will interest you, I (look forward) (hear) from 
you. 

20 The law on partnerships is designed to (make) professional people (act) 
responsibly. 

Exercise 12 

1 Would you (mind) (share) an office with Mr Vile? 

2 Wc all have to (participate) (improve) the quality of our customer service. 

3 We are not (permit) (use) comparative advertising. 

4 If you (persist) (arrive) at work at 10 o'clock, your contract will be terminated. 

5 Your job is to (persuade) politicians (accept) our industry’s proposals. 

6 Wc (promise) (refund) dissatisfied customers within 30 days. 

7 The company was (punish) (break) health and safety regulations. 

8 Two years on, we (regret) (abandon) the North African market. 

9 Because of the recession at home, we now (rely on) (make) profits abroad. 

10 I (remember) (start) work there at the age of 16. 

11 Did you (remember) (post) the invitations to the Christmas party? 

12 We will probably (start) (produce) the new model within 18 months. 

13 Wc are still (struggle) (restore) sales to their 1999 level. 

14 You will never (succeed) (get) a job with a CV that looks as bad as that. 

15 He was (suspect) (sell) information to a rival company. 

16 She (be used to) (work) late in the evenings, if necessary. 

17 I was never (train) (operate) this machinery. 

18 The bank (undertake) (buy) any bonds for which they cannot find purchasers. 

19 She (used to) (work) late in the evenings when she ran the development 
project. 

20 1 (would rather) (earn) less money and have a shorter working week. 







ENGLISH 
above par fadjj 

a b so] u i € ad van tage 
accelerated depreciation 

account 

accountant 

accounting 

accounting equation 

accounting period 
accounting principles 
account s payable / 
creditors 

accounts receivable / 
debtors 
add (v.) 
add up (v^ 
administer (v.) 
administration 
administrator 
advertisement 
advertising 
advertising agency 
advertising campaign 

advertising copy 
advertising medium 
after-sales service 
aggregate demand 
aggregate supply 
agriculture 
allocate (vj 
Annual General 
Meeting / Annual 
Meeting of Stockholders 
annual report 

applicant / candidate 
application 
application form 

apply (v. 1 
appoint (vj 
appreciate (v.) 
appreciation 
arbitrageur 

articles of association 
assemble (v.) 
assembly line 
asset 
audit (v.) 

94 


FRENCH 

GERMAN 

ITALIAN 

SPANISH 

au-dessus du pair 

uber Pari, liber deni 
Nennwert 

sopra la pari 

a premia, por encimade 
la par 

a vantage absolu 

absoluter Kostenvorteil 

vantaggio assoluto 

ventaja absolute 

amortissement a c cel ere 

beschleunigte, vorzeitige, 
erhohte Abschreibung 

ammortamento accclerato 

depreciaddn 

acekrada 

compte 

Konto 

con to 

cuenta 

comp table 

Buchhalter/in, 

VVi rtsch a fts prtitcr/in 

ragtoniere 

con table, contador 

comp t ability 

Buchhaltung, 

Rethnungswesen 

contabilita gene rale 

contabilidad 

equation comp table 

Bilanzgleichung, 

Kontcnabstimmung 

pareggio dei conti 

ccuaciones con tab] es 

exerdee 

Ab rec hnu ngsze i tra um 

escrcizio 

ejercicio 

principcs comp tables 

Bil a nzi eni n gsr ich tl i n ten 

principi di contabilita 

principles con tables 

effets a payer, 
found sseurs 

Kredituren 

con to creditori divers i 

tuenlas a pagar 

effets a recevoir, clients 

Debitoren 

con to debitori divers i 

euentas a redbir 

ajouter 

hm/.ufiigen 

aggiungcrc 

ariadir 

totalizer, addition tier 

addieren 

sommare 

sumar 

administrer 

vernal ten 

amministrare 

admmlstrar 

administration 

Verbal lung 

gestiune 

admin istracion 

ad min ist rate ur 

Verna Iter/ in 

amministratore 

administrador 

annonce 

Anzeige 

inserzione pubblicitaria 

a nuncio publicitario 

publicity 

Werbung 

pubblicita 

publicidad 

age nee de public ite 

Werbeburo 

agenzia pubblicitana 

agenda de publicidad 

cam p ague publicitaire 

We rbeka m pag n e„ 
Werbeteldzug 

campagna pubbli diaria 

campafia publidtaria 

copie publicitaire 

Werbctext 

testo pubblicitario 

material publicitario 

support publicitaire 

Werbemittel 

mezzo pubblicitario 

medio de publicidad 

service apr£s-vente 

Kundendienst 

servixio di assistenza dienli 

servido post-venta 

demande ag regee 

G esa m t nach frage 

domanda aggregata 

demanda agregada 

offfe agregee 

Gesamtangebot 

offerta aggregata 

oferta agregada 

agriculture 

l^indwirtschaft 

agricoltura 

agriculture 

alio uer 

zuteikn 

stanziare, ripartire 

asignar 

ussemblec gen era] e 

Jahrcshauptversammlung 

assembler generalc 

junta general de los 

des actio nnaires 


degli azionisti 

acciotiistas 

rapport annuel 

Jahresbericht 

relazione annuak di 
bilancio 

memoria anual 

candidal 

Rewerber/in 

candidato, richiedenle 

candidate 

demande 

Bewerbung 

domanda, richiesta 

solidtud 

formula!re de 
candidature 

Antragsformular 

modulo di domanda 

formulario de 
solidtud 

postuler 

sich bewerben 

fare domanda 

postular, sol id tar 

nommer 

ernennen 

nominare 

nombrar 

apprecier 

ini Wert steigen 

au men tare di val ore 

apreciar 

appreciation 

Wertsteigerung 

app rezzamen to> valuta/k >ne 

apreciacion, subida 

arbitragiste 

Arbitragehandler 

arbitraggista, 

operators d arbitraggio 

arbitrajista 

statuts d'une societc 

Gesel be hafts ver t rag 

statuto socialc 

articulos de asodacidn 

ill on ter 

montieren 

montarCj assemblare 

montar 

chaine de montage 

Montageband 

catena di motilaggio 

]mea de montaje 

act if 

Akt ivaVe rm oge ns wer t 

attiviti, bene 

active 

verifier et certifier 

Revision durchftihren 

verificare 

revisar, auditar 



ENGLISH 


auditing 


auditor 

authorized capita] 
average cost 


FRENCH 

verification comptable 


GERMAN 

Revision, 

Redmungspriifung 


ITALIAN 
revisione dci conti 

re vis ore dci conti 
capitalc nominale 
cos to medio 


SPANISH 
revision de cuentas 

auditor 

capital autornado 
costc medio 


vMficateur aux com pies Rechmmgsprutcr/in 
capital autorise genehmigtes Kapital 

coOt m oyen Du r chs di n i tt sk< isten 


backward integration 
balance 

balance of payments 
balance of trade 
balance sheet 
bank loan 
banknote 
bankrupt (adj.) 
bankruptcy 
bank statement 
bank transfer 
barriers to entry 


barter / counter-trade 
base rate / prime rate 
bearer 

bearer security 
below par (adj.) 

benefit 

bid 

bid (v.) 
blue chip 

board of directors 
bond 

bondholder 
bonus shares / 
stock dividend 
bookkeeping 
book value 

boom 


borrow (v) 


borrower 

boss 

branch 

brand 

bribe 

bribe (v.) 

bribery 

broker 

budget 

built-in obsolescence 


radial dc foumisseurs 
soldo, bilan 
balance dcs paiements 
balance commerdale 
bilan 

prel bancaire 
billet dc banque 
cn faillitc 
faillite 

reJeve de compte 
virement bancaire 
barrides a Tentree 

true, commerce 
eompense 
taux dc base, taux 
preferentid 
porteur, detente ur 
valcur an portcur 
au-dessous du pair 

avantage 

offre 

offrir 

valeur sure 

conseil d admin ist ra tio n 

obligation 

obligataire 
actions dattribution 

comptabilitc 
valeur comptable 

forte hausse 


emprunter 

emprunteur 
patron* chef 
sLiccursalc, filiale 
marque 
pot de-vin 
corrompre 
corruption 
cou rtier 
budget 

d esuetu d c i nco rpo ret 


Ruck war ts i n Leg rat i on 
Saldo, Bilans 
Zahlungsbilanz 
Handel sbilanx 
Bilanz 

Rankdarlehen 

Banknote 

bankroll 

Rankrott, Konkurs 
Kontoauszug 
Bankuberweisung 
Marktzu trittsschran ken, 
Marktzugangs- 
besch rankungen 
Tauschhandelj -geschaft 

Leitzins 

Inhaber/in 
Inhaber-effckten 
untcr dem Non invert, 
uliter Pari 
Vo r toil 

Angebot 

bieten 

erstklassig 

Gescha I tsleituug, Vorstand 
Verwaltungsrat 

Anleihc, Obligation 

Ob ligation ar/in 
Gratisaktien 

Buchhaltung 
Buchwert 

Hausse, Boom* 
Aufschwung, 
(Hoch)konjunktur 
('em) lei hen, K red it 
aufhehmcn 
Kreditnehtner/in 
Chef/in, Boss 
Fill ale, Zweigstelle 
Marke 

Bestechungsgeld 
bestechen 
Rcsteehung 
Makler/in 
Budget 

geplanter Vers chi cits 


integrazionc avallc 
saldo, re si duo 
bilancia del pagamenti 
bilancia commerdale 
stalio patrimonial^ 
prestito bancario 
banconota 
fallito 

fallimento, bancarotta 
estratto conto 
bonifico bancario 
barriere alFentrata 

baratto 

tasso primario 

port a to re 
titoli al portatore 
sotto la pari 

beneficio, 
indenting sussidio 
licitazione, offerta 
offrire 

titoli di prim ordine 
, consiglio di 

amministrazionc 
obbligazione, titolo del 
tesoro 

obbligazionista 
azioni gratuite, dividendo 
nominale 
contabilita 

valore contabile* valore 
nominale 
rap id a espansione 
economic a 

prendere in prestito 

mutuatario 
capo 

succursale, filiale 
marca, marchio 
bustard la 
cornompere 
corruzione 

media tore, intermediario 
bilancio di previsionc 
obsolcscen za a utomat!ca 


integracion hacia atras 5 
saldo, balance 
balance de pagos 
balance comerdal 
balance 

pres tamo bancario 
billete de banco 
quebrado, en bancarrota 
quiebra 

extracto de cuenta 
transferencia banearia 
barreras a la entrada 

trueque 

tipo tie i n teres base 

portador 

valor al portador 

por debajo dc la par 

ventaja 

oferta 
ofreccr 
valor seguro 
conse jo de 
administracion 
obligation 

obligacionista 
atdones dad as como 
primas 
contabilidad 
valor con table 

bonanza 

pedir p rest a do 

prestatario 

jefe 

sucursal, filial 
marca 
so born o 
sobornar 

soborno, ton u pt i on 
corredor 
presup uesto 
obsdescencia intrinseca 


ENGLISH 

business 
business cycle 
business plan 

buy ( v.) 
buyer 

a 

call option 

tap / ceiling C of floating 
interest rate) 
capital / principal 
capital gains tax 

capital goods 
capital transfer tax 

cash flow 

chain of command 
cheap ( adjj 
cheque / check 
chief executive officer 
(CFO) / managing 
director 

classified advertisement 
coin 

collateral 

collective bargaining 

commerce 

commercial bank 

commission 

commodity 

■ 

company / corporation 

a >1 tip arative a dvan t age 
compete I v,) 

competition 
competitive [ adL i 

competi tive adva n fage 
competitor 
component 
consumer / end-user 
consumer goods 
consumption 
contract < n ! 

con fraction i o f eco no my) 
convertible bond 
corporation tax 

costs 

cost accounting 
cost of living 


FRENCH 

affaires 

cycle economiquc 
plan strategique 

ac he ter 
achetcur 

option d achat 
taux plafond 

capitali principal 
impot sur les plus-values 
cn capital 

biens d'equipement 
impot sur le transfer! 
de capitaux 

cash flow, flux dc 
tresorcrie 
vote hierarchique 
bon marche 
cheque 

directeur general 

petite an nonce 

piece de monnaie 
n antis semen I 

negotiations de 
c( i ii ve n t i ons col Iect i ves 
commerce 

banque commercials 

commission 

march and ise> prod nil 

sod etc, ent rep rise 

a vantage comparatit 
concurrence! 

concurrence 

competitif 

a vantage competitif 

concurrent 

composant 

consommateur 

l>ieits de consomutation 

con so in mat ion 

contra! 

contraction 

obligation convertible 

impel sur le Edict!a? 

frais, charges 

com pta bitite an a ly l i q ue 

cout de la vie 


1 rb U M \ \ 

Geschaft 

Konjunkturzyklus 

Geschaftsplan 


kaufen 
Kan for /in 


ITALIAN 

aftari 

ciclo economico 
piano gcstionale 
delTimpresa 
comprare> acquistare 
acqui rente 


SPANISH 

negodos 
ciclo economico 
plan dc negocio 

comprar 

comprador 



Kaufoption 

opzione di acquisto 

op cion de compra 

Hochstzinssatz 

tetto, plafond 

tec ho, handa superior 

Kapital 

sonima capitale 

capital, principal 

Kapitalcrtragssteuer 

imposta sui reddili di 

impuesto sobre las 


capital! 

ganancias en capital 

Invest it ionsgtiter 

beni sirumentali 

hie nes de inversion 

Kap j lal verkeh rssteuer 

tassa mi trasferimenti 

impuesto sobre las 


di capitale, imposta di 

transferencias dc 


sucessione 

cap i talcs 

Cash-flow, Kapitalfluss 

fltisso di cassa 

flu jo de caja 

BcfehlskeUe 

linea gerarchie a 

cadena de niaiido 

billig, giinstig 

a buon mercato, economico 

barate 

Scheck 

assegno 

cheque, talon 

Generaldirektor/in, 

di ret tore gene rale. 

director general 

Geschaltsftihrer/i n 

am ministra tore delegat o 


Kleinanzcigc 

i lisci zi on e pu bbl i ci t ari a, 
aim undo economico 

amine io por palabras 

Miinze 

in on eta 

moneda 

SicherhdE Pfand, 

garanzia reale 

garantia colateral 

Hinierlegung 

Ta ri fverh a nd 1 u n gen 

con l ra tLazione col 1 ett iva 

negociacion colectivs 

I iandd 

co in mere io 

comcrdo 

llandelsbank 

banca commerciale 

banco camera al 

Provision 

commi ss ione, p n > w igio ne 

comisidn 

Gut, ( Handels)ware, 

m c rce, bene econom i co 

mercadem 

Erzcugnis 

Untertiehmen, 

sotieLa per azionc, azienda 

comparYia, sodedad 

Geselkchaft 

Vergleichsvorteil 

vantaggio comparato 

ventaja comp a rati va 

konkurrieren, im 

competere 

competir 

Wcttbcwerb stehen 

Wettbewerb, Konkurrenz 

concorrenza 

competence 

konkurrenzlahig. 

concorrenziale, 

com pet id or, 

we 1 the we rbs fa h i g 

competitivo 

competitivo 

We ttbewe rbsvo rteil 

van tagg io comp ctiti vo 

ventaja competitiva 

Konkur rent/in 

concorrentc 

competidor 

BesUndteil 

component e 

com pone n te 

Verbrancher/in 

consumatorc, utente 

eonsumidor 

Konsumgiitcr 

beni di consume 

bienes de con sumo 

Verbrauch 

con sumo 

consumption, consumo 

Vert rag, An it rag 

contralto, appalto 

contra to 

Sehmmpfung 

coni razi one 

coil trace ion 

Wan del obligation 

obb 3 i ga/i on e convertib ii e 

obligation convertible 

Kor perse h al tss te ue r 

imposta suite societa 

impuesto sobre los 
beneficios 

Kosten 

costi 

costes 

Kalkulation 

analisi dei cosli 

contabilidad analitica 

Leben sh al t u n gs koste n 

co sto della vita 

coste de la vida 



ENGLISH FRENCH 

counter-cyclical advertising publicity contre-cycUque 


coupon (interest rate) 
crash 

credit (v.) 
credit standing / 
credit rating / 
creditworthiness 
creditor 
currency 

current / checking 
account 

customer / client 
customs duties 

dealer 

debt! 

debit (v.) 

debt 

debtor 

decentralization 
decline stage 
deduct (v.) 
delivery 
demand 

department store 
deposit (n.) 
deposit fv.} 
deposit / time / 
notice account 
depositor 
depredate (vj 
depreciation I accounting) 

d epreda 1 10 n i money) 

depression 

deregulation 


derivatives 

devaluation 
developing country 

differential advantage 
diminishing returns 

direct debit 
direct tax 
discount 
discount rale 
disequilibrium 
dismiss fv.) 
distribu t i o n c ha nn d s 
distributor 


coupon 
krach boursier 

creditor 

deg re de sulvabilitc 

creancier, crediLear 
monnaie 
compte courant 

diem 

droits de douane 

marc hand, negodam 

debit 

debiter 

deite 

debiteur 

decentralisation 

phase de dedin 

deduire 

hvraison 

demands 

grand magasin 

depot, acorn pte 

deposer 

compte de depot 

deposant 
deprecier 
depreciation, 
amort issemenl 
depreciation 
depression 
dcreg le me n t a tio n 


instruments derives 

devaluation 
pays en voie de 
develop pement 
a vantage differentiel 
rende men ts d ec roissa n ts 

debit direct 
impot direct 
rabais, remise^ escompte 
tatix d' escompte 
desequilihre 
eongedfer, licencier 
circuits de distribution 
distribu teur, 
concessionnaire 


GEHM AN 

an | \zykJ i sc he Werbu ng 
Coupon 

Zusammenbruch, 

Borsenkrach 

kred itieren, gutschreiben 
Krcditwtirdigkeit 

Glaubiger/in 

Wahrung 

Kontokorrent 

Kunde, Run din 
Zollabgaben 

Handler/in 
Schuld posten 
debilieren, belasten, 
im Soil verbuehen 
Schuld 
Schuld ner/in 
I Dezen t r a lister u n g 
RUckgangsphase 
abziehen 
(Aus)liefermig 
Nadifrage 
Wafenhaus 
A n za h I u ng, Gu i ha ben 
dep outer en 
Sparkimto 

Einzahler/in 
en twe rten , a bwe rte n 
Entwertung, 
Abschrcibimg 
Geldabwertung 
El a LUe, Bajsse 
Deregulierung, 

Aulhebu ng- 
ei nschr a n ken dcr 
Besli mm ungen 
Derivate 

Wahrungsabwerfung 

Entwicldungsland 

Wett hewer bs vo rteil 
Ertragsrtickgang* 
abnehmender Ertrag 
Direklabbuchung 
direkte Steuern 
Diskont, Skonto 
Diskontsatz 
Ungleichgewicht 
entlassen 
Absatzwege 
Verteiler/in 3 
VerkatifsagenL/inn 
Konzessionar/in 


I PA I LA S' 

pubblicita anticiclica 
cedola 

cracj tracollo 

accreditare 
posizitme hnanziana, 
capacita di credito 

cicditore 

valuta 

con to cor rente 

clients, utenle 
dazi doganali 


addebito 
add chita re 

debilo 
deb Store 

d ecentr aJ i zzazione 
fase di dedin 
detrarre 
consign a 
domanda 
grande magazzino 
deposito 
depositary 
deposito vincolaio, 
a tempo 
deposit ante 
d e p rezza re, ammor f i zzare 
deprezzamento, 
ammortamento 
svalutazione 
depression c 
deregulazione* 
liberal izzazione 

(prodotti) derivati 

svalutazione 

pause in via di sviluppo 

vantaggio djfTerenziale 
re ndimenti dec rest e n i i 

addebitamento 
impost a diretta 

scon to 

lasso di scon to 
squilibrio, instability 
licenziare 

canali di distribuzione 
distribu tore, 
con cession a no 


SPANISH 

public id ad antic id ica 

ciipdn 

crack bursa til 

abonar en cuenta 
1 unite de credito 

acreedor 
moneda 

cuenta corriente 
clicnte 

aid nee l de ad Lianas 


deuds 

deudor 

descen tralizacion 
et apa de dedive 
dedudr 
entrega 
demanda 

grandes almacenes 
deposito, fianza 
depositar 

cuenta con deposito 

deposit ante 
depreriar 
depreciation, 
amortization 
des valorization 
depresion 
desreguladon 


i instrumentos) 
derivados 
devaluation 
pais en vias de 
desarrollo 
ventaja diferencial 
rendimientos 
decrecientes 
debito di recto 
impuestn directo 
descuento, rebaja 
tipo de descuento 
desequilibrio 
despedir 

can ales de distribucidn 
distribu idor, 
cortcesionano 


distributor, eommerriante negociantt 

debito 

cargar en cuenta 


ENGLISH 

FRENCH 

GERMAN 

ITALIAN 

SPANISH 

diversify (v.) 

■ 

divers ifier 

diversifizieren, Anlagen 
streuen 

diversificare 

diver sificar 

division of labour 

division du travail 

Arbeitsteilung 

divisione del lavoro 

reparto del trabajo 

domestic (adj.) 

interieur, national 

inlandisch 

nazionale, in ter no 

domestico, nadonal 

double-entry 
■ 

bookkeeping 

comptabilite a double 
entree 

doppelte Buchhaltung 

contabilita partita doppia 

contabilidad a dobk 
entrada 

down-market (adj.) 

bas-de-gamme 

fur den Massenmarkl 

medio, mediocre 

gam a ba)a 

downturn 

baisse 

Ruckgangj Baisse, Flaute 

ribasso, flessione 

desoenso, bajada 

durable goods 

biens durables 

langlcbigc Gebrauch sgiiter 

beni durevoii 

bienes duraderos 

earn (v.) 

gagner 

verdienen 

guadagnare 

ganar 

economic (adj.) 

economique 

winschaftlkh 

econ o mi co 

economico 

economical (adj.) 

bon marc he 

w i rtseha ftl ich , spa rsa m 

economico 

economico, barato 

economic agents 

agents economiques 

VV ir tsch afts sub j ekte 

soggetti economid 

agentes economicos 

economies of scale 

economies d echelk 

Einsparungen durch 
erhohtc Produktion 

economie di sea la 

economias de escala 

economist 

econo miste 

Okonom/in, 

Bet:riebs wirt/in, 
Volkswirt/in 

cconomista 

econo mista 

economize (v. i 

economiser 

sparen 

risparmiare 

economizar 

economy, the 

economic 

Wirtschaft 

economia 

economia 

efficiency 

efficacite 

Effizienz 

efficienza 

eficienda 

efficient (adj.) 

elficace 

wirksam 

efficients 

eficaz 

election 

election 

Wahlen 

elezione 

deed on 

emission 

emission 

Ausst rah lung 

emissione 

emision 

employ (v r ) 

employer 

beschaftigen 

impiegare, assumere 

emplear 

employee 

employe 

Angestclltc/r 

impiegato 

empleado 

employer 

employcur 

Arbeitgeber/in 

datore di lavoro 

empleador, patron 

employment 

emploi 

Beschafrigung 

impiego 

empleo 

employment agency 

agence de placement 

Stel 1 enve rm it tl u ng 

agenzia di collocamento 

agenda de empleo 

environment 

environnement 

Um well 

ambieitte 

medio ambiente 

entrepreneur 

entrepreneur 

Unternehmer/in 

iitiprendtlore 

emprendedoT 

entrepreneurship 

esprit dentreprise 

U ntcrneh merger st 

imp rend iilOTialitm 

cap adta imprenditoriale 

esptritu emprendedor 

equilibrium 

equilibre 

Gleichgcwicht 

equilibrio 

equilibrio 

Eurocurrency 

j 

Eurodevise 

Eurowahrung 

Eurod i visa 

Eurodivisa 

exchange controls 

cotit roles des changes 

Devisenkontrolle 

controlli sin cambi 

control de cambio 

exchange rate 

taux de change 

VVeehselkurs 

Usso di cambio 

tipo de cambio 

excise duties 

droits de regie 

Verbra u c hsstetier n 

accisa, imposte di 
fabbricazione 

impliestos de exaccion 

executive 

cadre superieur 

Exekutive 

dirigente 

ge re n te, admin i s trad o r 

exercise price i strike price 

prix d exercice 

Ausfuhrungspreis, 

Basispreis 

prezzo di esercizio 

precio de ejerdcio 

expansion 

expansion 

Er welter ung 

espansionc 

expansion 

expenditure 

depenses 

Ausgaben, Aufwand 

spesa 

gasto 

export (v.) 

exporter 

ausfiihreUi exportieren 

esportare 

exportar 

export (a) 

exportation 

Ausfuhr, Export 

esportazione 

expo r tad 6 n 

external audit 

controle externe 

aufierbetriebliche Revision 

revisione estern a 

auditoria externa 

externalities / spillovers 

effets externes 

External! tat cm 

Obersdiusse 

ester nalita T effetti diffustvi 

extemalidad 

extraction 

extraction 

Gewiimung 

estrazione 

ext race ion 

factors of production 

lacteurs de production 

l J ro duktion sfakto ren 

fattori della produzione 

factores de produccion 

factory 

t 

iabrique, usine 

Fabrik 

fabbrica 

fabrica 

financial instruments 

instruments financiers 

Finanzierungsinstrumente, 

kreditpolitisches 

Instrumentarium 

strumenti mezzi fjnanziari 

instrumentos 

fmancieros 

financial statements 

eta is financiers 

Finanzbilanz 

eonli finanziari 

cuentas financicras 

financial year 

exercice 

Gcsdtaftsjahr 

anno fiscale 

ano economico 



ENGLISH 
finished goods 

fire / sack (v.) 
fixed exchange rate 
flexible (adj.) 
float a company (v) 

floating exchange rate 
floating / variable rate 
bond / note 
floor (of floating 
interest rale} 
flotation 
fluctuate (vj 
foodstuffs 


forward transaction 

founders 

franchise 

free enterprise 

free sample 

free trade 

friendly takeover 

frill employment 

full-time (adj.) 

functional organization 

funds 

funds flow statemenl 

futures contract 
futures market 

goal 

go bankrupt (v.) 
going concern 

gold convertibility 

goods 

goodwill 

go-slow / slowdown 
government 

gross domestic product 

(GDP) 

gross national product 
(GNP) 
gross profit 
growth 
growth stock 


FRENCH 
produits finis 

viren congedier 
taux de change fixe 
variable 

lancer une exit reprise 

taux de change flottant 
obligation a taux 
d’interet variable 
taux plancher 

lancemcnt 

fluctuer 

denrees al 1 men ta ires 


operation k terme 

fondateurs 

franchise 

libre ent reprise 

^ch an til Ion gratuit 

libre-ediange 

rachat ami cal 

plein-emploi 

k plcin-temps 

organ i sat ion ft >n cLio nellc 

funds 

tableau de financement 

contrat a terme 
marche a terme 


GERMAN 

Fertigerzeugnisse, 
Fertigprodukte 
feuern, entlassen 
fester Wechselkurs 
flexibel 

eine Geseilschaft grilnden 

flexibler Wechselkurs 
Anleihe mit variablem 
Zinssatz 
Mindestzinssatz 

Griindung 
schwanken 
NahrungsmiUef 
Lebensmittel 
Devisen 
Devisenmarkt 
Vt j r war Ls i ntegrat ion 

Tcrmingeschafl 

Grunder/innen 

Lizenz 

freie Wirtscbaft 
kostenlose Probe 
Freihandel 

freundliche Ubernahme 
Vail beschafi igu n g 
hauptberuflich> gan z lagig 
funktionale Organisation, 
Rerufsverband 
(Geld) m i ttel, Fonds 
Bewegungsbi lanz, 

Kap i tal flu ssrec hn u n g 
Terminkontrakt 
Terminmarkt 


ITALIAN 
prodoiti finiti 

licenziare, congedare 
cambio fisso 
flessibile 

lanciarc una society in 
borsa 

cambio fluttuante 
obbligazione a tasso 
dTn ter esse variabile 
I ivello minimo 

awiamentOj lancio 
oscillare 

generi alimentari 


fondi 

rendiconto del flusso 
flnanziaio 
contralto a termine 
mercato a termine 


SPANISH 

pro duct os acabados 

despedir 

tipo de cambio fijo 
flexible 

lanzar una eompama 

tipo dc cambio floiante 
pa gar c con tipo de 
interes flotante 
band a inferior 

flotation 

fluctuar 

generos alimenlicios 


fond os 

cuenta de caja 

contrato de futures 
mercado de futures 

objetivo 

caer en quiebra 

negocio en marcha 

convertibilidad en oro 
bienes 

valor dc la dicntela 

huelga de production 
lent a (huelga de celo) 
go bier no 

producto interior 
bruto 

producto nacional 
bruto 

beneficio bruto 

credmientu 

tftulo de creci mien to 


but 

Ziel 

obiettivo 

faire faillite 

Konkurs anmelden 

fallire 

affaire qui marche 

ge w i ntibr i ngend es 

impresa ben awiata, 


Unternchmcn 

impresa in attivo 

convertibilite-or 

Konver tier bar keit in Gold 

oonvertibilita in oro 

biens 

Gutcr 

beni 

to nds de commerce. 

Gesc hafts wert, Fir men we rt. 

redditivita delTimpresa 

clientele 

Goodwill, geschaftlichcs 


greve perlec 

Ansehen 

Bummelstreik, 

sriopero bianco 

gouvcrncment, etat, 

Verlangsamung 

Regierung 

governo 

administration publique 

produit interieur brut 

Br u ttoi nla ndsproduk i 

prodotto in ter no lordo 

(PIB) 

produit national brut 

Br u t tosozi al p rod u kt 

prodotto nazionak lordo 

(PNB) 

benefice brut 

Bruttogewinn 

utile lordo 

croissancc 

Wachstum 

crescita 

litre avec perspectives 

wac hstu m sor i en ti e ri e 

titolo di sviluppo 

de croissance 

Wertpapiere 



foreign exchange devises 

foreign exchange market marcha des changes 

forward integration rachat de distributees 


valuta ester a 
mercato dei cambi 
integrazione a monte 

operazione a termine 
fondatori 

appal to, concessione 
liberta economica 
campione gratuito 
libero scambio 
rilevamento amichevole 
piena occupazione 
a tempo pieno 
organizzazione (uu/.u >nale 


divisas extranjeras 
mercado de divisas 
integracidn ‘haria 
adelante’ 

ope radon a ter mi no 
fundadores 
franquicia 
libre empresa 
muestra gralujia 
comercio libre 
oqxa. amistosa 
pieno einplco 
a jornada completa 
organizacion funcional 


ENGLISH 

growth stage 
guarantee / warranty 

hard currency 

Jr 

headhunters 

headquarter* / 
head office 

hedging 

hedge (vj 

hire (staff) (v,) 
hire purchase / 
instalment credit 
historical cost 
accounting 
hoarding / billboard 
horizontal integration 
hostile takeover 
human relations 

human resources 

imperfect competition 

import (v.) 
import (n.) 
import quota 

importer 

incentive 

income / earnings / 
revenue 
income tax 
indirect tax 
industrial dispute 
industrial espionage 
industrial relations 

industrialist 

industry 

inefficiency 

* 

inflation rate 
inherit (v.} 
inputs 

insider share-dealing 
insolvent {adj j 
insolvency 

institutional investors 

insurance 
insurance policy 


FRENCH 

phase dc croissancc 
garantic 

monnaie forte 
chasseurs dc tetes 

siege 

couverture 

se couvrir 

employer, engager 
location-vente 

comptabilite aux cotits 
d acquistion primitif 
panneau daffichage 
integration horizon tale 
rachat hostile 
relations humaines 

res sources humaines 

concurrence imparfait 

importer 

importation 

quota d'importation 

import a teur 

incitation 

revenu 

impot sitr le revenu 
impot indirect 
con flit social 
esp i on nage i nd us trie I 
relations humaines dans 
Ten t reprise 

Industrie] 

Industrie 

inefficarite 

Laux d inflation 
her iter 

elements entrants 
operations dhnitie 

in solvable 

insolvabilite, faillite 
investisseurs 
institutionnels 
assurance 
police d assurance 


GERMAN 

Wach s t uni sp ha sc 
Garantie 

harte Wah rung 
Person alabwerber/in, 
Headhunter 
Han ptgese haftsstel I e, 
Firmensitz, 
Gesellschaltssitz 
Hedge-Geschattj 
Preisab siche rung 
sich absichern 

einstdkn 

Teilzahlung, Ratenkauf 


ungleiche Wtttbewerbs- 
bedmgungen 
emluhrem importieren 
Einluhn Import 
Ei n fu h r kon t inge n t, 
Importquote 
lmporteur/in 
Anreiz 
Einkommen 

Einkonnnenssteuer 
indirekte Steucrn 
Arbeitsltampf 
Wi r tsc hafts spi o n age 
Verhaltnis zwise hen 
Arbeitgebern und 
Arbeitnehmern 
Industrielle/r 
Industrie, Gcwcrbe 
Unwirksamkeit, 

U n wi r Lsc h a ft s lich kei t 
Infladonsrate 
erben 
Inputs 

Insider-Gcschafte, 

— Handel 
zahlungsiintahig, 
insolvent 

Zah I u ngsu niah ig kc it 
institutiondle Invcstoren 

Versichening 
Vers i c h eru ngs po 1 ice 


ITALIAN 

stadio di crest it a 
garanzia 

valuta forte 
cacciatori di teste 

sede, li Elicio centrale 

operazione di coperturc 

ridurre il rischio di 
fluttuazione di prezzo 
assumere, noleggiare 
acquis to rateale 


con correnza i inperfetta 

ini port are 

imp ortazi tine 

quota d'importazionc 

importatore 
i ncen Li vo 
reddito, guadagnf 
mtroiti 

impost a sul reddito 
imposta indirella 
vertenza sindacale 
spionaggio industrial 
rapport i industriali 

imprenditore 

industria 

indficienza 

tasso d’inflazione 
ereditare 
en irate 

compra vendita 
di aziorij 'insider' 
in sol ven te 

insolvcnza 

investitori istituzionali 

assicurazione 
polizza di assicurazione 


SPANISH 

etapa de crecimiento 
garantia 

divisa fuerte 
cazatalentos 

oficina central 

cobertura 

cubrirse 

emplear> contraLar 
compra a plazos 

conubilklad a costes 
historicos 
valla publidtaria 
mtegraddn horizontal 
o.p.a. hostil 
relaciones humanas 

rec u rsos h u manes 

competent ia 
imperfecta 
importar 
importation 
cuota de importacidtl 

importador 
estimulo, incentive) 
ingresos, rettta 

impucs to sob re la rents 
impues to indirecto 
con flic to lab oral 
espionaje industrial 
relaciones humanas 
industriales 

industrial 

industria 

incompetenria 

tasa de inflacion 
heredar 
a portae km 

operaciones de inldados 

insoivente 

insol vencia 
inversores 
iustitudonales 
seguro 

poiiiza de seguro 


An sc h a Hungkos ten 
BtiLhhidiung 
Plakatwand 

horizon tale Verflechtung 
leindliche Obemahme 
zwischenmcnschliche 
Beziehungen 
Personalabtcilung, 
Personal 


contabiliti a cos to 
historico di acquisto 
carle Hone per affissioni 
integrazione orizzomale 
acquisizione ostile 
relazioni umane 

risorse umane 


ENGLISH 

FRENCH 

GERMAN 

ITALIAN 

SPANISH 

insurance premium 

prime d'assurance 

Versic he r u ngs p ram ie 

premio di asskurazione 

prima de pdliza dc 
seguro 

insure (vj 

assurer 

versichcni 

assi curare 

asegurar 

inter-bank market 

marche interbancaire 

Interb a nk (en) m at kt 

mercato interbancario 

mercado interbancario 

interest rate 

taux dinteret 

Zinssatz 

tasso d’interesse 

tipo de interes 

internal audit 

controle interne 

(be tr iebs) i n ternc Re vis ion a > 11 t rollo i n ter no, 

revisions interna 

auditor!a interna 

International Monetary 

Ponds Monetaire 

Intcrnationaler 

Fondo Monetario 

Fondo Monetario 

Fund 

Internationale 

Wahrungsfonds 

Intemazkmale 

Internac tonal 

interview 

interview, ontretien 

Interview 

colloquio, inter vista 

entre vista 

intrinsic value 

valeur imrinseque 

i ntrinsischer, wirklicher 
(wahrer) Wert 

valore intrinseco 

valor intrinseco 

introduction stage 

phase d introduction 

Li n t iih r u ngsst ad 1 u m 

last- di presentazione 
inlroduzione 

etapa de introduction 

inventory / stock 

stock 

1 liven tar 

invent ario 

inventario 

investment 

mvestissement, placement Invest it ion, Anlage 

in vest iinen to 

inversion 

investment bank / 

banque d'affaires 

Handelsbank 

banca d’investimenti 

banco de inversioncs 

merchant bank 

investment grade 

dassifleation des 
emetteurs de delte 

Investitkmsgrad 

classificazione de! rischio 
di mvestimento 

l alidad de inversion 

investor 

invest! sseur 

1 nvesto r/1 n, An leger/i n 

invest it ore 

inversor 

invisible exports 

exportations invisibles 

unsichtbare Exporte 

esportazioni invisibili 

exportac i ones i nvis ibles 

issue 

emission 

Emission, Auagabc 

emission? 

e mi sibn 

issue (v.) 

emettre 

emittieren, ausgeben 

emettere, distribute 

emitir 

job 

emploi 

Beruf, ArbeitsplatZj 
{Arbdts)stelle 

impiegOj lavoro 

empleo, trabajo 

job application 

candidature a un emploi 

Stelle nbewer b u ng 

d Oman da di lavoro 

solicitud de empleo 

job description 

description du poste 

Stellenbeschreibung, descrizione del lavoro 

Ar be it spl a tzbeschreib u n g 

description del trabajo 

job security 

securite de l emploi 

S icherheit des 
Aibeitsplatzes 

sicurezza del posto del 
lavoro 

segundad en el trabajo 

job-sharing 

partage Ju travail 

Job-sharing 

condivisione del lavoro 

plan para compartir 
empleo 

junk bond 

obligation ’pourrie 

niedrig eingestuftes 

Wert papier 

obbligazioni a rischio 

bono has ora 

labor union / 

syudical 

Gewerkschaft 

sindacato 

sindicato 

trade union 

labour / labor 

mam doeuvre 

Arbeitskratt 

lavoro, mano d opera 

trabajo 

labour relations 

relations patrunat- 

svndicats 

/ 

A rb e i ts verha Itn i sse 

relazioni industnah 

relaciones patron- 
obrero 

land 

terre 

Grundstticke 

terra 

tierra 

launch fn.) 

lan cement 

Grundung, 

Markte in full rung 

lancio 

ianzamiento 

launch (v.) 

lancer sur le marche 

aul den Markt bringen 

Ian dare 

lanzar 

launder (money ) (v.) 

blanchir 

waschen 

nciclaggio del denaro 
sporco 

blanquear 

lay off (v.) 

licencier 

kttndigen 

hcenziare, sospendere 

despedtr 

lead time 

delai 

Lieferzeit 

tempo di consegna 

mar gen de tiempo 

legislation 

legislation 

Gesctzgebung 

legislazione 

legislation 

lend (v.) 

preter 

lei hen 

prestare 

prestar 

lender 

preieur 

Gddvcrleiher/in 

prestatore 

prestamista 

lender of last resort 

preieur de dernier recours 

letzimbglichc/r 

Glaubiger/in 

mutuante di ultima istanza 

prestamista de ultima 
instancia 

leverage 

effet de levier 

Leverage-Effekt 

rapporto d mdebitamento 

apalaneam iento 

leveraged buyout 

radial d’une societe 
par effet de levier 

G es el Isch a fi.su b ern a h me 
mit fremder 

acquisizione con 
capital? da terzi 

adquisicion a pa] an ca da 


Fin anzier ling 


ENGLISH 

liability (balance sheet) 
limited liability 

line authority 

line filling 

line-stretching 

liquidate / wind up tv.) 

liquidation / receivership / 
winding up 

liquidator / receiver 
loan 

lobbying 

location 
long run 
long-term (adj.) 
loophole 
loss 

loss-leader pricing 

maintenance 
management 
management, the 

manager 

manufacturing 

marginal cost 
market 

market challenger 

market economy 
market failure 
market follower 
market forces 
market leader 
market price 
market opportunity 

market research 
market segment 
market segmentation 

market share 
market value 
matrix management 

maturity 1 of a loan) 

maturity stage 
measure (v.) 
media 


FRENCH 
passi I 

responsabilile limitee 

autorite hkrarchique 

enrichisseinent d une 
ligne de produits 

extension dhme ligne 
de produits 
liquider 

liquidation 

liquid atcur 
emprunt, pr£t 
lobbying, influence 


en tret ten 

gestion dentreprise 
la direction 

directeur 

production 

manufacturiere 
colit marginal 
marche 

challenger, dauphin 

economic de marche 
faille de marche 
siiiveur 

forces du marche 
meneur de marche 
prix du marche 
debouch^ 

etudes de marche 
segment de marche 
segmentation de marche 

part de marche 
valeur venale 
gestion mat riddle 

maturite, echeance 

phase de maturity 
mestircr 

medias, supports 


GERMAN 

Haffung, Passiva 
bcschrankte Haftung 

Lin ien ve ran twor t u ti g 
J.eitungsstruktur 
auffullcn der Linic 
Sc hi ie Sung von 
Prod ukt io nslii cken 
Prod ukte rweiteru ng 

abwickeln, aufltfsen, 
Hquidieren 

Auflosung, Liquidation 

Abwickler/ in 
Anleihe 

Lobby ism us bet reib e n> 
Eintlufi nehmen 


Jnstandhaltung 

Leitung 

Vorstand 

G esc haftslei ter/in 
HersteUting 

Randkosten 

Markt 

Mar kthe rausfo rd er er 

Marktwiitschaft 

Marktversagen 

Marktmitlaufer/in 

Marktkratte 

Marktfiihrer/in 

Markt preis 

Marktchancc 

Marktforschung 

Marktsegment 

M a rk tse grnen t i e rung 

Marktanieil 

Verkebrswert 

Mat r i x Man ageme n t 

Falligkcit 

Reifestadium 

messen 

Medien, Werbe t rager 


ITALIAN 

passivo 

responsabilita 1 imitata 

autorita gerarchica 

arricchimento della 
gamma 

am pi i amen to della 
gamma 
liquidare 

liquidazione 

amtninistrazione 
controllata 
liquidate re, curatorc 
prestito 

pressioni di gruppi 
dfintetesse 
posizione 
lungo Lermine 
a lunga scadenza 
scappatoia, espediente 
perdita 

prezzo di lancio 

manutenzione 

gestione 

direzione 

ammimstrazione 

direttore 

i nd ust ri a manifa t tu Her a 

coslo marginale 
mercato 

con cor rente di mercato 

economic di mercato 
insuccesso di mercato 
gregario di mercato 
forze di mercato 
leader di mercato 
prezzo di mercato 
possibility di mercato 

riccrca di mercato 
segmento di mcrcati 
segmentazione del 
mercato 

quota di mercato 
valorc di mercato 
gestionc a mat rice 

scadenza 

fase di scadenza 
misurarc 

mass media, mezzi di 
comunicazione 


emplacement 
long-termc 
a long-ter me 
faille 
perte 


Plazterung 
(auf) lunge 5k ht 
langfristig 
Gcsetzesllicke 

Verlust 


vente par produits d appcl Lock( vogel Jangebot 


SPANISH 
pas i vo 

responsabilidad 

limitada 

autoridad jeraiquka 

enriquecimietito 
de una gama de 
productos 

extension de una gama 
de productos 
liquidar 

liquidation 

liquidador 
emprestito 
cabildeo, gmpo de 
pres ion 

emplazam lento 
largo plazo 
a largo plazo 
escapatona 
perdida 

precio de lanzamknto 

mantenimiento 

gestion 

direction 

director, gerentc 
fabricacidn 

manufacturers 
coste marginal 
mercado 
competidor de 
mercado 

economia de mercado 
fallo de mercado 
seguidor de mercado 
fuerzas del mercado 
hder del mercado 
precio de mercado 
oportunidad de 
mercado 

esfttdio de mercado 
segmento de mercado 
segmentacion del 
mercado 

cuota de mercado 
valor comercial 
cstructura de gestion 
por matriz 
maduracion, 
vencimiento 
etapa de maduracion 
medir 
medios de 

comu nicacion 
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ENGLISH 

FRENCH 

GERMAN 

ITALIAN 

SPANISH 

medium-term (ad;,) 

a move n- ter me 

mittdffistig 

a medio termine 

a medio plazo 

meeting 

reunion, assembler 

Versammlung 

riunione, assembler 

reunion 

merchan \ 

ncgodant, commer^ant 

Kaufin an n, Ka u li rau 

mere ante, com merci an [ e 

conierciante 

merchandise 

mardiandises 

Waren, Gliter 

merce, mcrcanzia 

mercandas 

merge (v.) 

fusio liner 

fusionieren 

fonder si 

fusionar, amalgamar 

merger 

fusion 

Fusion, Verschmelzung 

fusione 

fusion 

middlemen 

inter m£diai res 

Mittelsma liner 

med ia tore, i 11 te rm edi a rio 

intermediarios 

m is i ead i ng ad ver t isin g 

publicity mensongde 

irrefuhrcnde Werbung 

pubblicita ingannevole 

publiddad engatmsa 

mixed economy 

economic mixte 

gem i schte W i rtsch a fLs fo rm 

i economia mista 

economia mixta 

monetary policy 

politique monetaire 

Geldpolitik 

pohtica monetaria 

politica monetaria 

money 

argent 

Geld 

denaro 

diner o 

money supply 

masse monetaire 

Geldmenge, 

Geldvolumen 

tnassa monetaria, 
offerta di moneta 

oferta de dinero 

mortgage 

hypothetic 

Hypothek 

ipoteca 

hipotcca 

most favoured nation 

nation la plus favorisee 

Mci st begti nst i g u n gs 
(klauscl) 

nazkme piii favor ita 

la nacion mas 
favorecida 

motivate (v.) 

m Oliver 

motivicren 

incitare, stimolare 

motivar 

multiply (v.) 

multiplier 

vervielfaltigcn, 

multiplizieren 

moltiplicare 

multiplicar 

mutual fund 

fonds commun de 
placemen l 

Anlagefonds 

fondo comune ton do mutualista 

d mvestimento a capjiale 
variabile 

natural rate of 

taux de chtimage natural 

"naturlichd 

lasso fisiologico di 

Lasa natural de 

unemployment 


Arbeitslosenratc 

disoccupazione 

desempleo 

need 

besoin 

Bedurfnis 

bisogno, richiesta 

necesidad 

negotiate (v.) 

negocier 

verhanddn 

n egoziare, co n t rati a re 

negociar 

negotiation 

ncgociation 

Vcrhandlung 

contra ttazio lie 

negodacion 

net assets 

actif net 

Rcinverinogen 

attivo netto 

activo neto 

niche 

niche, creneau 

Nische 

nicchia 

nicho 

nominal value / face value 
/ par value 

valeur no mi n ale 

Nominal wert, Nennwert 

valore nom inale 

valor nominal 

number ! figure 

no in b re h chiffrc 

Zalil 

numcro, cifra 

numeroj cifra 

objective (n.) 

objectif 

Zicl 

obiettivo 

objetivo 

oil crisis 

crise petroli^re 

Olkrisc 

crisi petrolitera 

crisis del petrdleo 

old-age pension 

pension de vieillesse 

Alters rente 

pens lone di anzianita 

p e n si 6n d e j ubilacid n 

organization chart 

organigramme 

U n ter n e h men sd ia gra mm, 
Organ igramm 

organ igramm a 

organigrams 

outlet 

point de vente 

Ver kaufss telle 

punto vendita 

punto de venta 

output 

production 

Ausstoss. Output, 
Erzeugung 

produzionc 

produce ion, 
rendimiento 

outsourcing 

sous-traitance 

Auftrage wei te rve rgeb e n 

subappaltarc 

subcontratacidn 

over-the-counter 

de gre a gre 

ausserborslich 

mercato ristretto 

mercado no cotizado 

overdraft 

deco u vert 

Ube rzi eh un gs kred it 

scoperto 

sobregiro, saldo 
dcudor 

overdraw 

mettre k de convert 

u be r ziehen 

andarc in rosso 

girar en descubierlo 

overhead / overheads 

frais gdieraux 

Generalunkosten, 

Fixkosten, 

Betriebskostcn 

spesa generate 

gastos generales 

overvalued (adjj 

surevalue 

(iberbewertet 

soprawalutato 

sobrevakvrado 

owe (v.) 

devoir 

schulden 

dove re, esse re debitore 

deber 

own (v.') 

possader 

besitzen 

possedere 

posccr 

packaging 

emb allage 

Verpackung 

i m b a 11agio co n fezione 

embalaje 

patent 

licence, brevet 

Patent 

breve tt o 

patente 

pay (n.) 

salairc 

Lohn 

paga, retribuzione 

paga 

pay (v.) 

payer 

zahlen 

pagare, liquidate 

pagar 
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ENGLISH 

peak (v.) 

peak (n,) 
pegged fadj,} 
pension fund 
perfect competition 

performance 
personal selling 

personnel department 

picket 

planning 

plant 

poison pill 

policy 

pollution 

portfolio 

poster 

poverty 

premises 

premium 

president / chairman 
price (in a store) 
price (quoted on market) 
principal 

private limited company 

produce (v.) 
producer 
product life cycle 

product line 
product mix 

product range 
profit 

profitability 

profit and loss account / 
income statement 

progressive tax 
promotion 
promotional tools 

proxy 

public limited company / 
corporation 


FRENCH 

atteindre un sommet 

somme i 
fixe 

caisse de re trade 
concu r re n ee p a rfai te 

performance 
vente personnalisee 

departement du 
personnel 
piquet dc grew 
plan ill cation 
usine, unite de 
production 
pil ule em poison nee 

politique 

pollution 

portefeuille 

affidte 

pauvrete 

loeaux 


prime 

president 

prix 

cours 

principal capital 

Socicte a responsibilite 
limitee 

pro dm re 
producteur 
cycle de vie d’un 
produit 

ligne dc produits 
assortiment de produits 

gimme de produits 
profit, benefice, gain 
rentabilite 
compte dc res u I tat, 
cample de pertes el 
profits 

impot progress if 

promotion 

outils promotionnels 

procuration pour 
Lassemblee gene rale 

socicte anonyme 


Gl KM AN 

den \ lochststand 
erreichen 
Hohcpunkt 
lestgesetzt 
Pensionskasse 
uneingeschrankter 
Wettbewerb 
Verrichtimg, Leistung 
Eigenwerbung, 

person! icher Verkaui 
Person alabte \lu tig 

Posten, (Streik)postcn 

Planung 

Fabrik 


c rzcugen, prod uzie ren 
Prod u zentv Herste He r 
Prod u k t lebenszykl u s 

Produkllinie 

Produktmix, Prod u k lions - 
program m 
Prod ukt palette 
Gewinn 
Rentabilitat 
Erfolgsrechnung 

progressive Steuern 
We rbu ng, Befo rder u n g 
Verka u fs fb rder u ngs - 
ma fin ah men 
Slimmrechts- 
b e vollmach tig te/ r 

Aktiengesellschafl 


ITALIAN 

raggiungcre il livello 
massimo 
apice 

sos ten u to, st ab ilizzato 
I o nd o pension is t ico 
eoncorrenza perfetta 

rend i mento, p rest azio ne 
vendita persona lizzata 

ufficio del person ale 

picchetto 

pianificazione 

impianto 


prod ur re 
p rod u I t ore 
ciclo di vita di un 
prodot to 
linea di prodotti 
varieta di prodotti 

gamma di prodotti 
profitto, utile 
redditivita 

con to profittj e perdite, 
conto economics 

ta ssa progressiva 

promozione 

s tr um e n (i p romoziona 1 i 

delega, procura 
socicta per azioni 


Anti ubernahme 

pillola avvelenata 

Strategic 

Politik 

politica 

Verunreinigung, 

inquinamento 

Um wel i ve rschm u t z u n g 

Portfolio 

portafoglio 

Plakat, Poster 

manifesto 

Armut 

poverta 

Gesehaftsraume, 

locali, immobili 

Grundstuck und 

GeMude 

Pramie, Agio 

premio 

President/in, Vorsitzende/r presidente 

Prcis 

prezzo 

Kura 

valore 

Kapitalsumme, 

somma capilale 

Kreditsumme 

Ge sells cha ft mit 

Society a responsabihta 

beschrankter Haftung 

limitata 


SPANISH 
alcanzar la cinia 

cima 

fijado 

fondo de pensioner 
comp cten c ia p e rfec ta 

result ado 

venta personalizada 

depart am enlo de 
personal 
piquet e 
planifkaddn 
ftibrica, unidad dc 
produce! 6 ti 
pildora envenenada 

politica 

contammacion 

car Le ra 
poster 
pobreza 
locales 

prima 

presidente 

precio 

preeio cotizado 
principal 

com pan la privada dc 
i esponsabilidad 
limitada 
producir 
pro due tor 
ciclo dc vida de un 
prod ucto 

linea de productos 
product mix 

gama de articulos 
benefido 
rentabilidad 
ctienta de perdidas y 
ganancias 

impuesto progresivo 
pro mod 6n 
herramientas de 
pro mod bn 
procura cion para la 
junta general de I os 
acckmistas 
sociedad anonima 


ENGLISH 

public sector 

public spending 

publicity 

purchase (n.) 

purchase (v H ) 

purchasing power parity 

put option 

quality 

quantity 

quote (a price) (v.) 
quoted / listed company 

raider 

r a I i o n al ex pec tat i on s 

raw material 

real estate / property 

recruit (v) 

recruitment 
redeemable coupons 
redundancy 

reference 

register of companies 
regressive tax 
regulation 
rent (n.) 
rent (vj 
repay (v.) 
repay men I 
research and 
development (R&D) 
resources 
responsibility 
retail banks 
retailer 
retirement 
revaluation 
rights issue 

risk 

rivalry 

salary 
sales force 
.sales forecast 

sales promotion 
sales representative / 
salesman / salesperson 
sales target 


l : KEN< H 

secteur public 
depenses publiques 
relations publiques 
achat 
acheter 

pari to dc pouvoirs 
d achat 

option de vente 

qualite 

quantite 

donner fun prix) 
societe cotec en bourse 


sal a ire* Ira item cut 
force de vente 
prevision de ventes 

vente promotionnelle 
representant dc 
commerce 
object if de vente 


0.1 K MAN 

oil end k;her Sektor 

Staatsausgaberi 

Public-Relations 

Kauf 

kaufen 

Kaufk raft pari tat 
Verkaufsoplion 

Qualiliit 

Menge 

angeben 

borsennotiertes 

Unternehmen 


Gehali 

Verkaufspersonal 
Vc r ka u fs vo ran ss age, 
Absatzprognose 
Ver kau fska i n p a gn e 
Ver t rctcr/i n* Verkau fer / in 

Verkau fszi el 


I TALI AN 

sell ore pubblico 
spesa pubblica 
pubbliciU 
acquisto 

con tprarc. acquistare 
parity dei potere 
d’acquistu 

contralto a premia del 
venditore 

qualita 

quantita 

quo tare* indicare 
sod eta quo tat a in borsa 


salaries stipendio 
person ale di vendita 
previsione di vendita 

promozione vendite 
venditore 

obieltivo di vendite 


SPANISH 

sector publico 
gas to publico 
publ k id ad 
coinpra 
comprar 

paridad de poder 
adquisilivo 
opcion de venta 

calidad 
cant id ad 
cotizar 

com pan ia cotizada en 
bo Isa 


salario, sueldo 
personal de ventas 
prevision dc ventas 

promoeion dc ventas 
vendedor 

objetivo de ventas 


raider 

aggressive/r 

Aktienkaufer/iii* 

1 fiber nab megeier" 

assail atore 

raider 

anti ei pa Lions ratio nn elles 

realistische Erwartungen 

aspettative razionah 

cxpectativas rad on ales 

matiere premiere 

Rohstofif 

materia prima 

materia prima 

immobilier 

u n b ewe gl icbcs Verm dgen , 
Immobilien 

(beni) irmnobili 

b icncs imnucbles 

recruter 

rckru t i c ren * c in ste Elen s 
werben 

roc 1 u t a re s iscrivere n u ov i 
sod 

reclutar 

recrutemenl 

Bins tell ting 

reel u tauten to, assunzione 

reclutamiento 

bons de reduction 

e in lash are Co u pons 

buoni riscattabili 

cu pones dc reduedon 

licen cietnent 

Bntlassung 

heenziamento (per eccesso 
di person ale) 

despido, baja 

reference 

Zeugnis, Rcfercnzen 

refer enze 

refercncia 

registry du commerce 

Handelsregistcr 

registro di impress 

registro de cm pres as 

impdt regressif 

regressive Steuem 

imposts regressive 

impuesto regresivo 

reg lenient ation 

Vorschrift 

regi >1 am en Tazi on e 

regulation 

layer 

Miete 

can one d i affitto 

alquiler 

loner 

mieten* vermieten 

affittare 

alquilar 

rembourser 

zurtickzahlen 

ripagare, rimborsare 

reembolsar 

remboursement 

Ruckzablung 

r t co mp cn sa, r imb orso 

rcc m bo Iso 

recherche et etudes 

Forschung und 
Entwicklung 

studio e svi hippo 

investigation y 
desarrollo (I&D) 

ressources 

Mittd, Rosso urcen 

risorse 

recu rsos 

responsabilite 

Verantwoulichkeit 

responsabilite 

responsabilidad 

banques de depot 

De pos i ten ba n ken 

banche di raccolia 

banca al detail e 

co miner van 1 

F.i n /.el h a n d ler/ i n 

dettagliante 

minorista, detallisla 

retraite 

R Li ck t r i t L, Pensio n i er li tig 

pensionamento 

retiro 

^-Evaluation 

Aufwertu ng 

rivalutazione 

revaluation 

emission de droit de 
so user ipt ion 

Bez li gs rcc h t sc m i ss i on 

so ttoscrizione riserva ta 
agli azionisti 

cm is ion dc derechos 

risque 

Risiko 

rischio 

ries go 

rival itc 

Konkurrenzkamp f 

rival da, concor ren za 

rivalidad 


echantillon 

saturc 

epargner 

epargne 

rarete, penurie 

chbmagc sai sonnier 

titres, valeurs 
independent, qui 

Lravaille a son compte 
autofinancement 
scrv ices 
rcglcr 
action 
action naire 


GERMAN 
Verkautss tcuer 

Muster 

gesattigt 

sparest 
Ersparmssc 
Knapphcit 
saisonbedingte 
Arbeitslodgkeh 
Wert pap iere 
sdbviandtg 

Ei ge n fi na nz ic rung 
Dienstleistungcn 
bczahlcn 
Aktie 

Aktionar/m 


ITALIAN 

imposte sulle vendite 


camp tone 

saturo 

risparmiare 

risparmi 

scarsita 

disoccupazione sta 


titoli, valori 

Li vo r a to re a n to nomo 

autofmanziamento 

servizi 

saldare, estinguere 
a^ione 

azionista, socio 


SPANISH 

impues to sob re las 
ventas 
muestra 
saturado 
ahorrar 
ahorro 
escasez 

desempleo estadotial 

titulosj valores 
trabajador 
autbnomo 
autofinanciacion 
servidos 
ajusiar, liquidar 
action 
act ion ista 


ENGLISH 
sales tax 

sample 

saturated (adj.) 
save (vj 
savings 
scarcity 

seasonal unemployment 
securities 

sell-employed (adj.) 

self-financing 
services 
settle (v.) 
share / stock 
shareholder / 
stockholder 
shop / store 
short-list 

short-term (adj.) 

Single European 
Currency 
skill 

skilled (adjj 

sluggish 
social security 

solvent (adj,) 
solvency 
spot market 
Spread / margin 
staff 

stagnant (adj.) 

stagnation 

stake 

standard of living 
standing order / 
banker's order 
slimulate (v,) 
stock / inventory 
stock exchange 
stockbroker 
strike 

strike, go on (v.) 

subcontractor 
subordinate 
subsidiary 
superior / boss / 
line manager 
supermarket 
supervise (v.) 


FRENCH 

impot sur ics ventes 


magasin 

selection preliminaire 

a court'-terme 
monnaie unique 
europeenne 
habiktii, capacite 

qualify 

morose 

seen rite sociale 

solvable 

solvability 

marche au comptant 

ecart, marge 

personnel 

stagnant 

stagnation 

participation 

mveau de vie 
ordre permanent 

Slimuler 
stock, reserve 
bourse ides valeurs) 
agent de change 
greve 

sc mettre en greve 

so us-trail an I 
subor domic 
filiale 

supcricur hierarchique 

supermarchc 

surveilier 


Laden 

Auswahlliste 

kurzfristig 

Europaische 

Einheitswahrung 

Gescbicklkhkeit, 

Fahigkeit 

geschickt, ausgebildet, 
qualifiziert 
flau 

Sozialhilte* 

Sozial- vers i c he ru n g 
zahlungstahig, solvent 
Zahl u ngsfah i gke it 
Spot mark! 

Spannweite. Marge 

Personal 

stockcnd 

Stagnation 

Anted 

Lebemstandard 

Dauerauftrag 


negozio, bottega 
prima sclczionc, lista 
ristretta 

breve scandenza 
valuta unica Europea 

dbilita, eapaeita 

spec ia! lzzato q u a 1 ifi c a to 

stagnante, tiacco 
prevideuza sociale 

solvente 
solvibilita 
mercato a pronti 
margine, scarto 
person ale 
stagnante 
ri stag no 
partecipazioin\ 
investiinento 
tenure di vita 
ordine fisso 


tienda 

preseieccion 

a cor to plazo 
moneda unica europea 

habilidad 

especial] zado 

flojo, lento, deprimido 
Seguridad social 

solvente 
solvenda 
mercado spot' 
margen diferencial 
personal 
e.stan can do 
estancamiento 
participation, iuteres 

nivcl de vida 
orden permanentc 


stimolare estimular 

giacenza, scoria, inventario existencias, inventario 
bursa valori bolsa 

agente de cambio 
huelga 


ankurbeln 

lnventar 

Bdrse 

Horsenagenc/in, Makler/in 

Streik 

streiken 

Subunternehmer/in 
Untergebene/r 
Toe h tergese Use ha II 
Vorgcsctzte/r, Chef/in. 
Boss 

Supermarkt 

beaukichtigem 

iiberwachen 


agente di cambio 

sciopero 

sc io per a re 

subappal tat ore 
subordinate 

filiale, sodeta control lata 
super tore, capo reparto 


declararse en, ir a la 
huelga 

subcon t rat ista 
subordinado 

filial 

superior, jefe 


supermereato supermercado 

sorvegliare, sovraintendere supervisar 
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ENGLISH 

supplier 

supply 

surplus 

sustainable growth 
swap 

tactics 
takeover 
takeover bid 

target market 

tariff 

tax 

taxation 

tax avoidance 

tax-deductible (adj.) 

tax evasion 

tax haven 

m loss 

tax shelter 

team 

threshold effect 

till 

top management 
total cost 
Iradc 

trade barriers 
trade mark 
trader 
trainee 

training 
transfer 
Treasury Bill 

Treasury Bond 

trial 

trough 

turnover 

undervalued (adjd 

underwrite (vj 

unearned income 

unecon o in ical (ad j .} 

unemployed fadjj 
unemployment 
unique selling 
proposition 
unit cost 

unlimited liability 

■f 

unlisted securities 
up-market (adj.) 
upturn 


FRENCH 

fournisseur 

offre 

excedent 

croiusance durable 
swap 

tactique 

prise dc controle, rachat 
offre publique d'achal 

marche-cible 
tariff douaniers 
impdt 
imposition 
evasion fiscale 
deductible de Fimpdt 
fraude fUcale 
paradis fiscal 
perte fiscale 
avantage fiscal 
equipc 

effet dc seuil 
caisse enregistreuse 
haute direction 
cout total 
commerce 

ba meres com merei ales 
marque deposee 
negotiant, comm errant 
stagiaire 

formation 

transfert 

Ron du Tresor a court 
terme 

Bon du Tresor a long 
ter me 
essai 
crcux 

chiffre d'affaires 
so us-^ value 

garantir la souscription 
d une Emission 
revenu d investissements 

peu economiq Lie, peu 
rentable 
sans emploi 
c homage 

pro pus it ion cxc lu s i ve 
de vente 
cout uniiaire 
responsabilite ilhmitee 

tit res non cotees 
haut de-gamme 
reprise 


german 

Liefer am/in 

Angebot 

Uberschuss 

n a ch h al tiges Wat h st u m 
Swap, Tausch 

Taktik 

tJbemahme 

0 be rn all meangebot 

Zielmarkt 
Tarif 
Steuer 
Restcuemng 
Steuer umge hung 
von dcr Steuer absetzbar 
Steuerhimerzichung 
Stcucrparadies 
Steuerverlust 
Steuerparadies 
Mannschaff, Team, 
Gruppe 
SchwellenefFekt 
Laden kasse 
Dirclddon 
Gesamtkosten 
Handel 

Handelssch ran ken 
Warenzcichcn 
Handler/in 
Auxzubildendc/r, 

Trainee 
Ausbit Jung 
uberweisung 
kurzfristiger 
Schatzwechsel 
Sc h atzan weis u n g 

Probe, Probe zeit, Versuch 
TaJ 

Umsatz 

unterbewertet 

garantieren 

Kapitaleinkom men 

unwirtschaftlich 

arbcitslos 

Arbeilslosigkeit 

einzigartiges 

Verk a u isargumcn t 
Stiickpreis 

unbeschriinkte Haftung 


ITALIAN 

for n Store 
fornire 

eccedenza, cccesso 
crescita sostenibile 
scambio, pennuta 

tat riche 

r i levamen to, asso rb im en to 
offer ta di assorbimento 

fascia di mercato 
tariffs 

tassa, impost a 
prelievi fiscali 
dusionc fiscale 
detraibile 
evasione fiscale 
paradise fiscale 
perdita fiscale 
scudo fiscale 
gruppo 

effetto so glia 
registratore di cassa 
alta dirigenza 
cos| ] global i 
commercio 
barriere commerciali 
m arch i l> com m erci al e 
commercia n te, operatore 
apprendista 

lormazione 

trasferimento, bonifico 
buoni del tesoro 
(B.CXT.) 

certificati di credito 
del tesoro (C.C.T.) 
collaudo, prova 
depress!one, ristagno 
volume daffari 

sottuvalutato 
sottoserivere 

reddito da inveslimenti, 
rendite 

anti-econo mico 

disoccupato 
disoccupaziune 
propusta di vendita umca 

costo unitario 
responsabiliti illimitata 


SPANISH 

proveedor 
oferta 

superavil, excedentc 
crecimiento sostenible 
swap, intercambio 

tactic a 

loma de control 
oferta publica de 
adquisicidn (o.p.a.) 
mercado objetivo 
lari fa 
implies to 
imposition 
evasion fiscal 
dedudble de impuestos 
fraude fiscal 
paraiso Fiscal 
perdida fiscal 
protection fiscal 
equipo 

efecto umbral 
caja regis trader a 
direction superior 
coste total 
come re 10 

barreras aE comercio 

marca registrada 

comerciantc 

aprendiz 

form acid n 
transference 
letra del tesoro 

bono del tesoro 

prueba 

depresion, hoyo 
volumen de vent as 

infravalorado 
a segu rar, suse ribi r 

renta no salarial 

antiecondmico 

desempteado, parade 
desempleo, paro 
proposition de venta 
tmica 

coste unilario 
responsabilidad 
ilimitada 

titulos no cotizados 
gama alia 
recuperac ion 
economica 


nicht notierte Wertpapiere tituli non quotati 
anspruchsvol] selcttivo, d'elite 

Au I schwu n g ripresa, r ial zo 




ENOUGH 

french 

GERMAN 

ITALIAN 

ENGLISH 

user 

utilisateur 

Benutzer/in 

uteri te 

sales tax 

utilities 

services publics 

a ffentli c h c E in ri ch t ungen 

servizi di pubblica utilita 

sample 

saturated (adj.) 

vacancy 

r 

emploi vacant 

freie Stelle 

impiego disptmibile 
vacante 

save (v.) 
savings 

value-added tax (VAT) 

taxc sur la valeur 
ajoutee (TVA) 

Mehrwertsteuer 

imposts sul valore 
aggtunto (1VA) 

scarcity 

vending machine 

distributee automatique 

Ver ka u fsautom at 

d ist rib u tore au to mad to 

seasonal unempl 

venture capital 

capital risque 

Risikokapital 

capuale a rischio 

securities 

visible trade I 

merchandise trade 

commerce de biens 

offener Handel 

scam bio visibile 

self-employed (a 

vote (v.) 

voter 

stimmen 

votare 

self-financing 

wage, wages 

salaire 

Lohn 

salario, retribuzione 

services 

warehouse 

entrepot 

Lagcrhaus 

magazzino 

settle (vj 

waste products 

dockets 

Abfallprodukte 

prodolto di scar to 

share / stock 

wealth 

richcsse 

Vermdgen, VVoh Island 

ricchezza, patrimonio 

shareholder / 

wealth tax 

impot sut la fortune 

Vermoge ns steuer 

impost a patnmoniale 

stockholder 

shop / store 

welfare 

bkn-etre, aide sociale 

Woh If ah rt. F li r sorge 

benessere 

short-list 

wholesaler 

grossiste 

Grosshandler/in 

grossista 


wholesale trade 

commerce do gros 

Grosshandel 

commercio all ingrosso 

short term (adj. 

withdraw (v.) 

retirer 

zu riickziehen 

prekvare 

Single Europear 
Currency 

word-of mouth 
advertising 

publicity de bouche 
k oreille 

Mundpropaganda 

passaparola 

skill 

work 

travail 

Arbeit 

lavoro 

skilled (adj.) 

work lorce 

personnel, p opulation 
active 

Belegscliaft 

forza lavoro 


working capital 

fends dc rou lemon i 

Betriebskapital 

ca p i tale dVsercizio 

sluggish 

working conditions 

conditions de travail 

Ar beit s bedi n gu ngen 

condizioni di lavoro 

social security 


yield 

re n dement 

Ertrag 

res a, rendimento 

solvent (adj.) 
solvency 
spot market 
spread / margir 
staff 

stagnant (adj,) 

stagnation 

stake 

standard of livi 
standing order 


banker s ord 
stimulate (v.) 
stock / invert to 
stock exchange 
stockbroker 
strike 

strike, go on (v 

subcontractor 
subordinate 
subsidiary 
superior / boss 
line manage 
supermarket 
supervise (v.) 


SPANISH 

usuario 
bicnes public: 

plaza vacante: 

mipuesto sob i 
anadido (TV 
maquina expe 
capital riesgo 
comercfo de b: 

votar 

salario 

almacen 

desperdicios 

riqueza 

impuesto sobrr 
patrimanio 
bicnes tar 
mayo r ista 
com ere iu al p: 
retirar 

publicidad de 
en boca 
trabajo 
masa obrera 

capital circull 
condiciones * 

rendimientO' 

-ii 
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